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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
THESECRETARY 

WASHINGTON, D.C. 20410 

May 24, 1984 

I The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

I t  i s  a pleasure t o  transmit t o  you the 1984 President's National 
Urban Policy Report. 
Administration policies are establishing the r i g h t  direction fo r  the 
nation's urban areas. Our c i t ies  and urban areas are, i n  general, reaping 
the benefits of the nation's economic turnaround, and States and c i t ies  
are using their regained flexibility from deregulation and g ran t  
consol i dation t o  serve thei r citizens better. 

In my view, this Report indicates t h a t  our 
. 

We are just beginning to evaluate the positive .results of economic 
resurgence and revived Federal i srn for  our c i t ies ,  b u t  the early results 
are encouraging. Much remains t o  be done. Some ci t ies  s t i l l  have 
significant problems. 
America returning t o  work, and w i t h  an economic climate t h a t  allows our 
industrial and service economies t o  adapt  more efficiently t o  market 
requirements., our c i t ies  are benefiting from the nation's economic 
expansion. A l l  levels of government, Federal, State and local, are 
working i n  a revived sp i r i t  o f  cooperation. 

However, w i t h  record employment levels i n  an 

The .quality of urban l i f e  is also improving. Assistance t o  the 
needy i s  more effectively targeted. Crime rates have plummeted. In 
education, we have he1 ped redirect the nat ion '  s attention. Parents, 
1 ocal authorities and States are worki ng together t o  restore educational 
qua1 i ty  . 

In summary, the outlook for our  urban areas today i s  much better 
than i t  has been since the Urban Policy Reports were i n i t i a t e d .  
part ly because of the economic recovery, partly because o f  the States' 
and locali t ies '  willingness t o  use their regained au thor i ty  cooperatively 
and responsibly, and par t ly  because the American people, w i t h  restored 
f a i t h  i n  themselves and their a b i l i t y  t o  handle our nation's difficulties,  
have turned t o  the tasks a t  hand. As is their custom, our people will 
accomplish w h a t  they set  o u t  t o  do. Our  c i t ies  will continue t o  be the 
better for i t .  

This i s  

Samuel R. Pie 
I 

Samuel R. Pieke; Jr! / 
I 
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EXECUTIVE SUMMARY 

The Reagan Adm in i s t r a t i on ' s  Urban P o l i c y  i s  a t h r e e  p a r t  s t r a tegy  designed 

t o  b u i l d  t h e  foundat ion f o r  a new era  o f  p rospe r i t y  and s t a b i l i t y  i n  our 

n a t i o n ' s  c i t i e s .  It inc ludes:  

O Va in ta i n i ng  susta ined non-i n f l a t i o n a r y  economic growth, recogn iz i  ng 

t h a t  a hea l t hy  economy i s  our  most powerful t o o l  f o r  r e v i t a l i z i n g  

our c i t i e s  and improving t h e i r  f i s c a l  pos i t i ons .  

O Strengthening S ta te  and l o c a l  governments by g i v i n g  them 

increased a u t h o r i t y  and f l e x i b i l i t y  t o  manage t h e i r  own 

resources and r e t u r n i n g  dec i s i on  making c l o s e r  t o  t h e  people. 

O St imu la t i ng  p u b l i c  and p r i v a t e  cooperat ion t o  ma in ta in  and 

improve t h e  soc ia l  and phys ica l  cond i t i ons  i n  our n a t i o n ' s  

c i t i e s  through: 

- more e f f e c t i v e l y  a i d i n g  t h e  needy 

- improv ing t h e  q u a l i t y  o f  educat ion 

- addressing t h e  housing needs o f  low and middle income 

people 

- r e p a i r i n g  t h e  n a t i o n ' s  i n f r a s t r u c t u r e  

- reduc ing t h e  inc idence  o f  c r ime 
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. .  
' .  

There i s  i nc reas ing  evidence t h a t  t h i s  s t r a tegy  i s  sound and i s  working. 

1. A susta ined eeonmic  expansion i s  p rov i d i ng  t h e  bas is  f o r  s t a b l e  urban 

growth. 

O I n f l a t i o n  has remained low a t  a 4.7 percent  annual ra te ,  

and i n t e r e s t  r a t e s  a re  f a r  below t h e i r  1980-81 highs. 

O The Index o f  Leading Economic ' I nd i ca to r s  has mainta ined a 

cons i s t en t  upward course, r i s i n g  i n  16 o f  18 months s i nce  

November 1982. 

- 

O GNP i s  expected t o  r i s e  a t  a 5 percent  r a t e  i n  1984 and an 

over 4 percent r a t e  i n  1985. 

v 

O As o f  A p r i l  1984, employment had increased t o  a record 

104.4 m i l l i o n .  

Product ion i s  approaching or exceeding prev ious highs i n  

almost a1 1 types o f  manufactur i  ng. 

O States and l o c a l i t i e s  moved from a budget d e f i c i t  o f  $1.9 b i l l i o n  

i n  1982 t o  a budget surp lus i n  1923 (exc lud ing  soc ia l  insurance 

funds) o f  $15  b i l l i o n .  The changed out look prompted t he  Nat ion 's  

C i t i e s  Weekly, t h e  organ o f  t h e  Nat ional  League o f  C i t i e s ,  t o  qu ip  

about one prominent example, "New York C i t y ' s  f i n a n c i a l  p i c t u r e  

I 

I i s  a l l  good news but  s t i l l  c reates a problem--how t o  spend a 

budget ,surplus o f  a t  l e a s t  5200 m i l  l i on . "  
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O I n d i c a t i n g  heightened economic development a c t i v i t y ,  Urban 

Development Ac t i on  Grants (UDAG), one o f  the  programs t he  

adm in i s t r a t i on  mainta ins t o  he lp  d i s t r essed  c i t i e s  t a k e  

advantage o f  economic oppor tun i t i es ,  has i n  t h e  f i r s t  h a l f  o f  

f i s c a l  1984 a l ready  committed t o  generat ing as much p r i v a t e  

investment f o r  .as many c i t i e s  as i t  d i d  f o r  each o f  t h e  e n t i r e  

f i s c a l  years  1979, 1980 and 1982. 

Examples from s p e c i f i c  c i t i e s  i n d i c a t e  t h e  types o f  economic progress 

be ing made: 

- Jersey Ci ty,  i n  t h e  l a s t  t h r e e  years, doubled t h e  amount o f  o f f i c e  

space t h a t  had e x i s t e d  i n  t h e  c i t y  for t h e  l a s t  50 years, w i t h  r e s u l t i n g  

increases i n  rea l  e s t a t e  values o f  over  70 percent. The added revenues 

generated by t h e  increased value o f  l o c a l  r e a l  e s t a t e  (which a lso  r e s u l t e d  

i n  an increase from 85 percent  t o  90 percent  i n  t ax  c o l l e c t i o n s )  generated 

over 514 m i l l i o n  i n  su rp lus  revenues f o r  t h e  c i t y  i n  1'983. The surp lus  

a1 lowed Mayor Gera ld  McCann t o  lower municipal  taxes 513 per  thousand 

i n  1984. 

t h e  c i t y  - -  8.8 percent  i n  1983 -- t o  t he  improved economic p i c t u re .  

Mayor McCann a l so  t races  t h e  sharp drop i n  t he  cr ime r a t e  i n  

- Ba l t imore  a n t i c i p a t e s  t h a t  i n  1984 businesses w i l l  i n v e s t  over 

h a l f  a b i l l i o n  d o l l a r s  i n  commercial and r e t a i l  development i n  t he  c i t y ,  

con t i nu i ng  t h e  acce lerated economic devel opment a c t i v i t y  o f  1983 which 

increased t h e  c i t y ' s  p roper ty  t ax  base by 10 1/2 percent. 

d 
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- Johnstown, Pennsylvania, one o f  t h e  n a t i o n ' s  t e n  h ighes t  unemploy- 

ment c i t i e s  s ince  1977, has markedly lowered i t s  unemployment r a t e  o f  

20.9 percent i n  1980 t o  14.7 percent i n  t h e  f i r s t  qua r t e r  o f  1984. 

improvement r esu l t ed  fran a s t rong  p u b l i c - p r i v a t e  cooperat ive e f f o r t  t h a t  

c rea ted  o r  enhanced 25 businesses, as we l l  as a coord inated use o f  Federal 

This 

development a i d  ta rge ted  t o  c i t i e s  lagg ing  t h e  economic recovery. 

2. States and l o c a l i t i e s  a re  t a k i n g  advantage o f  t h e i r  increased a u t h o r i t y  

and t h e  new f l e x i b i l i t y  prov ided by t h e  Adm in i s t r a t i on ' s  conso l i da t i on  

and deregu la t ion  i n i t i a t i v e s  t o  work coopera t i ve ly  t o  meet l o c a l  needs. 

O By 1983, n e a r l y  a1 1 States had assumed t h e  l o c a l  share 

of  cos ts  f o r  Medicaid and AFDC, and over 50 percent o f  

l o c a l  educat ion costs. 

O The increased l e v e l  o f  intergovernmental cooperat ion i s  revealed 

i n  t h e  success o f  S ta te  En te rp r i se  Zones now enacted i n  23 

States as a r e s u l t  of the  Adm in i s t r a t i on ' s  push f o r  a na t iona l  

program. En te rp r i se  Zones i n  over 200 c i t i e s  a re  l ead ing  t o  t h e  

c r e a t i o n  o r  r e t e n t i o n  of many businesses and j o b s  i n  our 

c i t i e s .  Federal En te rp r i se  Zone l e g i s l a t i o n  remains a major 

p r i o r i t y  o f  t h e  Admin is t ra t ion ,  t o  enhance t he  capac i t i es  o f  

En te rp r i se  Zones i n  t h e  c i t i e s .  

3. Cooperative ac t ions  a re  now being undertaken by a l l  l e v e l s  of 

qovernment and t he  p r i v a t e  sec to r  t o  address t h e  soc ia l  and phys ica l  

environments o f  c i t i e s .  
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O Assistance t o  t h e  needy has . increased and b.ecome more e f f e c t i v e l y  

t a rge ted  a t  Federal ,  S t a t e  and l oca l  l eve ls .  WSth increased 

S ta te  r e s p o n s i b i l i t y  f o r  Medicaid, t h e  percentage o f  r e c i p i e n t s  

w i t h  incomes below t h e  pover ty  l i n e  grew from 53.3 percent  i n  

1980 t o  59.1 percent i n  1982. P a r t i c i p a t i o n  i n  t h e  food stamp 

program jumped by almost 12 percent between 1980 and 1983 and t h e  

percentage o f  b e n e f i t s  i n  means-tested cash and non-cash ass is tance 

going t o  reduce t h e  ex ten t  o f  pover ty  rose by t e n  percent. 

O The Pres ident  has d i r e c t e d  na t i ona l  a t t e n t i o n  t o  t h e  q u a l i t y  .of 

education, generat ing reform across t he  country. The Adm in i s t r a t i on  

has taken s teps t o  inc rease  parenta l  a u t h o r i t y  and l o c a l  d i s c r e t i o n  

as means o f  improvi  ng educat ion through deregu la t ion  and promot ion 

o f  vouchers and t a x  c r e d i t s .  

O Recent surveys show t h a t  t h e  na t i on ' s  i n f r a s t r u c t u r e  needs 

a re  now regarded as manageable, as a r e s u l t  o f  t h e  substan- 

t i a l  l y  increased fund ing  f o r  highways and t r a n s i t  systems 

generated by t h e  Admi n i  s t r a t i  on I s Surface Transpor ta t ion  

Act o f  1982 (a  $6 b i l l i o n  increase from 1982 t o  1984) and 

o f  no t i ceab le  s h i f t s  i n  S ta te  and l o c a l  spending 

p r i o r i t i e s  aimed a t  addressing i n f r a s t r u c t u r e  needs. 
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O Housing s t a r t s  averaged a 1.95 m i l l i o n  annual r a t e  i n  t h e  

f i r s t  q u a r t e r  o f  1984 and t h e  number o f  low income f a m i l i e s  

r e c e i v i n g  assistance from HUD housing programs w i l l  grow 

from 3.3 mi.1l ion i n  1981 to 4 m i l l i o n  i n  1985. 

O Reported serious cr ime was down 7 percent i n  1983 a f t e r  a 

3 percent d e c l i n e  i n  1982. 

P 
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Chapter I 

0 VER V I EW 

The Reagan Adm in i s t r a t i on  has ushered i n  an era of dramat ic  chanae 

i n  intergovernmental  r e l a t i o n s ,  r eve rs i ng  t he  t rend  o f  t he  pas t  50 years 

t h a t  had made c i t i e s  o v e r l y  dependent on the Federal Government. Th is  

new era seeks t o  r e s t o r e  t he  a u t h o r i t y  o f  S ta te  and l o c a l  governments, t o  

r e b u i l d  and enhance the  r e l a t i o n s h i p  between States and t h e i r  c i t i e s ,  
. .  

and to encourage e lec ted  o f f i c i a l s  on bo th  these 1 evels o f  government t o  

f o rge  product ive par tnersh ips  w i t h  the  p r i v a t e  sector .  

P res iden t  Reagan’s s t r a t e g y  f o r  r e v i t a l i z i n g  c i t i e s  has aimed a t  

c rea t ing ,  f o s t e r i n q ,  o r ,  i n  some cases, acce le ra t i ng  these evo lv ing  r e l a t i o n-  

sh ips through a se r i es  o f  i n i t i a t i v e s  designed to  encourage States and 

c i t i e s  t o  s e t  t h e i r  own p r i o r i t i e s  and make‘ the most o f  e x i s t i n g  resources. 

Under ly ing these i n i t i a t i v e s  i s  t h e  c e n t r a l  recogni  t i on- - ra i sed  to na t i ona l  

consciousness by  Pres iden t  Reagan and t he re fo re  a f fec t ing  o f f i c i a l s  on 

a l l  th ree  l e v e l s  o f  government-- that excessive spending f u e l s  i n f l a t i o n ,  

u l t i m a t e l y  h u r t i n g  everyone, and t h a t  the Na t ion  as a whole a u s t  manage 

w i se l y  by  ba lanc ing needs aga ins t  resources and l e a r n i n g  t o  share bo th  

resources and respons ib i l  i t i e s .  

Block grants,  de regu la t ion ,  more carefu l  t a r g e t i n g  o f  Federal 

funds, i ncen t i ves  f o r  pub1 i c - p r i v a t e  partnerships-- these p o l i c i e s  have 

l i f t e d  much o f  the burden o f  Federal mandates and r e s t r i c t i o n s  from 

Sta te  and l o c a l  o f f i c i a l s  and endowed them w i t h  a new f l e x i b i l i t y  i n  

rlanaging t h e i r  resources. As a r e s u l t  o f  these Reagan Adm in i s t r a t i on  * I 
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ini t ia t ives ,  and of the growing recognition by State and local policymakers 

that  financial resources are increasingly 1 imited, c i t i e s ,  counties, and  

States have entered i n  the past three years i n t o  an ever increasing 

number of creative partnerships and consolidations that have helped 

substantially to  relieve pressures on urban budgets. 

While examples abound (many of these are detailed in Chapter I 1  of 

th is  report) ,  a clear description of this  trend was recently provided in 

testimony before the U. S. Advisory Commission on Intergovernmental 

Relations by the President of the North Carolina Association of  County 

Commissioners and Chairman of the North Carolina Local Government Advocacy 

Counci 1 : 

There was a time i n  North Carolina when. the allocation of functions, 
responsibilities and powers between ci ty  a n d  county governments was * 

such that there was relatively l i t t l e  overlap. For example, n o t  too 
long  ago only c i t i e s  were involved i n  f i r e  protection, water and sewer 
services, solid waste collection and disposal , parks and recreation, 
planning, zon ing  and subdivision regulations and  inspections. Today, 
a l l  of these functions are authorized f o r  counties as well as for  
c i t i e s  and  are being performed by most counties--sometimes independently 
and sometimes cooperatively w i t h  c i t ies .  
of c i t i e s  and  counties are also shared i n  some cases, w i t h  the s ta te .  

These a n d  other functions 

* * * * * * * 

We i n  North Carolina believe we are in a new public financing era 
i n  our  s ta te  as well as i n  the entire nation--one i n  which responsi- 
b i l  i t i e s  tor financing essential government services w i l l  increasingly 
f a l l  on s ta te  a n d  local governmental shoulders, and one i n  w h i c h  
financial resources are increasingly limited. In order t o  be prepared 
or this  new era, we are assessing o u r  present alignment o f  responsi- 

bfility i n  order t o  be able t o  make informed choices f o r  the future.l 
(Emphasis added.) 

klhat i s  happening i n  North Caro l ina  i s  h a p p e n i n g  i n  many States i n  

our Nation.  
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I n  e f f e c t ,  P res iden t  Reagan has helped make c i t i z e n s  and o f f i c i a l s  on 

r e s u l t ,  c i t i e s ,  States and counti.es have j o i n e d  t0gethe.r i n  

t h ree  years  t o  reexamine t h e i r  r e l a t i o n s h i p s  and review t h e  

change, d i v i de ,  o r  combine r e s p o n s i b i l i t i e s  f o r  adm in i s t r a t  

a1 1 1 eve1 s o f  government ‘aware of t he  need t o  understand t h e i r  governmental 

systems and ask some bas i c  quest ions:  Who does what? Who pays f o r  i t? 

How we l l  i s  i t  done? Who should do it, and who should pay f o r  it? As a 

t he  p a s t  

need t o  

on and f inance. 

Local governments have j o i n e d  w i t h  neighborhood groups o r  p r i v a t e  f i rms ,  

coun t ies  w i t h  t h e i r  c i  t i .es, c i t i e s  w i t h  t h e i r  sur rounding suburbs o r  

o the r  c i t i e s ,  and States w i t h  t h e i r  c i t i e s  o r  o the r  States t o  pool 

resources and prov ide serv ices  and to assuw func t i ons  t h a t  were once 

s o l e l y  t he  r e s p o n s i b i l i t y  o f  municiQa1 governments. 

Another r e s u l t  o f  t h e  na t i ona l  awareness o f  budgetary r e s t r a i n t s  i s  

t h e  inc reas ing  use o f  v o l  unteers  by 1 ocal governments t o  suppl ernent c i t y  

s t a f f s .  For  c i t i e s ,  t h e  c o n t r i b u t i o n s  made by vo lun teers  go beyond c o s t  

savings . 
and commitment, thus he lp i ng ,  i n  l e s s  t a n g i b l e  ways, to enhance t h e  

qua1 i t y  o f  l i f e  i n  c i t i e s .  

Vol un t a r i  sm both  taps and enhances cmmun i ty sp i  r i  t, 1 oyal ty , 

RESPONSE CF THE STATES 

Perhaps t h e  most dramat ic change has been t h e  growing responsiveness o f  

S ta tes  t o  t h e i r  c i t i e s .  C i t i e s  have long  charged States w i t h  neg lec t ing  

l o c a l  needs. Hard-pressed c e n t r a l  c i t i e s  i n  p a r t i c u l a r ,  when j o b  and 

popu la t i on  losses undermined t h e i r  a b i l i t y  t o  serve t h e i r  heavy concent ra t ions 



of needy people, t r a d i t i o n a l l y  bypassed the Statehouse and looked tb the 

Federal Government for  rel ief .  The growing professionalism of State 

governments and the new f lex ib i l i ty  granted to them by Reagan Administra- 
. .  

t i o n  policies, coupled w i t h  the new nat ional  awareness of the need to  make 

the most of.  existing resources, have led States to become more invojved i n  

providing local services. In the past three years, States have increasinggy 

targeted resources to  their  distressed c m u n i  t i e s ,  undertaken major 

infrastructure repairs, assumed a substantial share of the cost of some 

key local services, and taken steps to improve local access to credi t .  

Pivotal t o  this recent assumption of local responsibility i s  the 

restored economic health of  the Nation. As stated i n  the Administration's 

1982 Urban Policy Report, the founda t ion  f o r  President Reagan's Urban 

Policy was his Economic Recovery Program. 

i s  the springboard f o r  the newly formed interrelationships on State' 

and local levels. The President's Economic Recovery Program has reduced 

The success of that program 

the rate o f  increase of Federal Goverrnent spending and restored saving and 

investment incentives t o  levels necessary f o r  sustained economic growth.  

W i t h i n  three years, economic conditions improved dramat ica l  l y  for  tnos t 

States and urban areas. The fol lowing results show t h a t  President Reagan's 

policies are helping t o  return growth and prosperity . to  u r b a n  areas: 

After v i r t u a l l y  no growth from 1979 t o  1982, the 

economy grew a t  a six percent annua l  rate i n  1983 

and  entered 1984 w i t h  strong momentum. M o s t  other 

economic indicators are now headed upward. Housing 

d 

I 



s t a r t s ,  for example, have risen above an annual rate 

of 1.7 million units in.1983 and averaged a 1.95 million 

annual rate i n  the f i r s t  quarter o f  1984. 

Inflation as measured by the Consumer Price Index ( C P I )  

has been cut sharply from a growth of more t h a n  12 percent 

when the Administration took office t o  the current rate 
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of 4.7 percent. State and local governments can once 

again engage i n  rational budgeting w i t h o u t  having t o  

worry abou t  the disruption of double-digit inflation. 

Civilian unemployment dipped from a 10.8 percent rate 

i n  December 1982 t o  7.8 percent i n  February-March 1984; 

this  decline of three percentage points. i s  the largest 

for any comparable postwar recovery period. 

ment rate decline was broad-based, including' a l l  demo- 

graphic groups and 90 percent of the States. 

The unemploy- 

Almost five million more people have found jobs since 

December 1982, b r i n g i n g  employment t o  i t s  highest level 

in history. Eighty percent of the States h.ave more 

nonfarm employment t h a n  they had one year ear l ier ,  a n d  

a b o u t  70 percent o f  the metropolitan areas have more 

nonfarm employment t h a n  they had one year earlier.  

Interest rates,  despite their  recent r ise ,  are . s t i l l  

sharply lower; the prime rate i s  nearly h a l f  o f  w h a t  i t  

D '  



I 

was a t  the s t a r t  o f  1981, when i t  was 21.5 percent. 

Budget positions of State and local governments have 

been significantly enhanced. State and local operating 

budgets moved i n t o  a sharp $15 bil l ion surplus i n  1953. 

Knowi ng t h a t  they can 1 ook forward to  cons tructi  ng surpluses , States 

and counties are restoring services cut i n  the recession and are increasingly 

helping the i r  c i t i e s .  For c i t i e s ,  because of the na t iona l  economic 

recovery, the i r  own innovative public-private strategies,  and increased 

a i d  from State and county levels,  their f iscal  position i s  the strongest 

i t  has been in a number of years. , 

- P0LIC.Y PRINCIPLES 

President Reagan's Urban Pol icy, continuing to encourage these positive 

trends, affirms the fol lowing principles: 

8 To continue t o  keep the Nation on the p a t h  of economic 

growth . 

o To continue to f ac i l i t a t e ,  t h r o u g h  block grants and 

further deregulation, the development of State and  

1 ocal a u t h o r i t y  and  cooperation. 

o To continue to  encourage pub1 idpr iva te  cooperation. 

o To continue to he1 p c i  t ies  w i t h  special problems 

anticipate and adjust t o  economic dislocation. 



-7 - 

o To con t inue  t o  h e l p  ca re  f o r  the  t r u l y  needy. 

e To cont inue an t i c r ime  i n i t i a t i v e s  vh ich  have helped 

irr b r i n g  about t he  f i r s t  annual drop i n  t h e  cr ime r a t e  i n  

f i v e  years.  

o To cont inue t o  focus na t i ona l  a t t e n t i o n  on the q u a l i t y  I 
o f  educat ion and increased S ta te  and l o c a l  f l e x i b i l i t y .  

Q To cont inue to prov ide,  through the  Surface Transpor ta t ion  

Assistance Act o f  1982, resources f o r  r e b u i l d i n g  t h e  Nat ion 's  

i n f r a s t r u c t u r e  and t o  p rov ide  technica l  ass is tance t o  States and 

1 oc a1 i t i e s  on cos t - e f  f e c t i  ve ca p i  t a l  i nves tmen t s t r a  t egi  es . 

0 To cont inue to prcinote c i v i l  r i g h t s  through v igorous 

enforcement o f  1 egal p ro tec t i ons  aga ins t  d i s c r im ina t i on ,  

by  a c t i n g  t o  guarantee equal t reatment  i n  p u b l i c l y  funded 

programs, regard less  o f  race, c o l o r ,  sex, creed o r  n a t i o n a l  

o r i g i n ,  and, when appropr ia te ,  con t inu ing  t o  increase the 

involvement of S ta te  and l o c a l  human r i g h t s  agencies. . 

The f o l l o w i n g  chapters examine i n  d e t a i l  the e f f e c t s  on a l l  t h ree  

l e v e l s  .of government of t he  iieagan Adm in i s t r a t i on ' s  Urban Pol i c y .  Chapter 

I 1  discusses how f a r  the  Adm in i s t r a t i on  has come i n  promoting a reorder ing  

OT our peaerai system and po in t s  ou t  now s ta tes  and l o c a l i t i e s ,  i n  par tnersh ip  

w i t h  t he  p r i v a t e  sec to r ,  a r e  demonstrating increased capac i t y ,  w i l  l ingness,  

and cooperat ion i n  so l v i ng  l o c a l  p rob lem.  Chapter I11  examines the impact rn 
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of recovery on urban economies, the special economic problems of older 

central c i t ies ,  and the steps taken by the Adminis t ra t ion and States and 

local i t ies  to try ts deal w i t h  these problems. Chapters IV and V examine 

specific problems Pacing a number of our c i t i e s  and responses by public 

and private sectors to these problems. Chapter IV focuses on the 

Administration's e f for t  to target assistance to the neediest households 

and in i t ia t ives  by 'all  levels of government to enhance the social and 

economic well-being o f  urban residents w i t h  regard t o  crime and education. 

Chapter V examines issues of housing and infrastructure. 

IN IT IAT IVE S UNDE RWAY 

In the past three years the 'Admjnistration has undert 

ini t ia t ives  to  implement i t s  Urban Policy principles. 

. ini t ia t ives  currently i n  place or being developed inc 

ken several 

High1 ights 

ude the fol 

major 

of 

owi ng : 

Continued Economic Growth 

The economy i s  projected t o  grow a t  rates of more t h a n  five percent i n  1984 

and f o u r  percent i n  1985. The composite index of 1 2  leading indicators, 

which predicts future changes i n  the economy, has risen i n  16 of 18 moths 

since November 1982. Low i n f l a t i o n  rates and lowered interest  ra tes ,  

increased consumer spending i n  1983, t a x  reductions and the reduction i n  

regulations which  saved b i l l i o n s  f o r  businesses, the record level of 

foreign investments i n  the United States, a n d  the $15  b i l l i o n  budget 

surpluses i n  State and local government coffers--the combined e f f e c t  of 

a1 1 these has he1 ped stimulate strong business expansion. 
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The Adm in i s t r a t i on  i s  ve ry  concerned about t h e  l a r g e  Federal d e f i c i t  

and has c o n s i s t e n t l y  urged Congress t o  t r i m  government out1 ays t o  cope 

w i t h  t he  problem. I The Pres iden t  has suggested a down payment o f  $148 

I b i l l i o n  i n  d e f i c i t  c u t s  f o r  the  nex t  t h ree  years.  He has a lso  endorsed a 

c o n s t i t u t i o n a l  amendment mandating a balanced budget each year. For ty- n ine  

o f  the 50 Sta tes '  c o n s t i t u t i o n s  con ta i n  such a d i r e c t i v e .  Nat iona l  

momentum i s  b u i l d i n g  toward t h e  Balanced Budget Amendment. I n  1982, i t  

passed t he  Senate by a two- th i rds  vo te  and received a m a j o r i t y  i n  the 

House. Th i r t y- two  States have d i r e c t e d  Congress to adopt t h i s  measure o r  

t o  ho ld  a c o n s t i t u t i o n a l  convent ion f o r  t h a t  purpose. 

Continued St rengthening o f  S t a t e  and Local  A u t h o r i t y  

I n  every Federal  department and agency over  the pas t  t h ree  years,  

programs have been reviewed to i d e n t i f y  ways to increase S ta te  and l o c a l  

au tho r i t y .  

I n  add i t i on ,  new programs such as Rental R e h a b i l i t a t i o n  and the  Job  

Tra in i ng  Par tnersh ip  Act  have been s t r uc tu red  and administered t o  prov ide 

maximum Sta te  and l oca l  d i s c r e t i o n  and minimum Federal i n t r u s i o n .  The 

implementat ion o f  t h e  b lock  grants  t h a t  conso l ida ted  5 7  p rogram i n t o  

n i n e  through the  Omnibus Budget Reconc i l i a t io 'n  Act o f  1951 i s  undergoing 

thorough eva lua t ion ,  from many perspect ives,  t o  provide a foundat ion f o r  

f u t u r e  c o n s o l i d a t i o n  e f f o r t s .  

The impact o f  de regu la t i on  i s  a lso being examined t o  i d e n t i f y  

oppo r t un i t i e s  f o r  f u r t h e r  easing of unnecessary adm in i s t r a t i ve  burdens. 
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Yajor  savings for  State and local governments, of $2 billion i n  annual 

costs and $4 t o  $6 bil l ion i n  init ial  costs, were achieved t h r o u g h  effor ts  

of the Presidential Task Force on Regulatory Relfef and the Federal 

departments and agencies. The Administration expects continued savings 

for State and local governments will result  from a second wave of review 

and deregulation. 
I 
I 

The Administration a1 so strongly supports amendments of the Federal 

antitrust laws to  alleviate the effect of recent court decisions on the 

I 

operations of 1 ocal government. The Administration t h u s  supports the 

enactment of legislation such as Senate Bill 1578 to f ac i l i t a t e  the a b i l i t y  u - of 1 ocal 'governments t o  govern ' in  a manner necessary to protect the heal t h y  

safety, and welfare of the i r  citizens. 

t o  municipal actions i s  the result o f  Federal court  decisions interpreting 

Federal statutes.  Thus, i t  i s  appropriate f o r  Congress to provide the remedy 

t o  any problems caused f o r  municipalities by the Federal ant i t rust  laws. 

The application of ant i t rust  laws . 

I 
Generally, the Administration believes t h a t  Federal a n t i  t rus t  laws 

should not  a p p l y  t o  local government i n  the exercise o f  i t s  general government 

functions, regulatory powers, or provision of public services on an exclusive 

or nonexclusive b a s i s  i n  a manner designed t o  insure p u b l i c  access or 

otherwise t o  protect the p u b l i c  health, safety,  a n d  welfare. 

governments engage i n  normal commercial act ivi t ies ,  they would be subject 

to  the same antitrt ist  rules as other ccmpetitors unless their  conduct was 

undertaken pursuant to  v a l i d  S t a t e  l a w  or  a specific po l i cy  of the  State. 

When local 
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The Administration has also said t h a t  treble damages a n d  p u b l i c  

official personal l i a b i l i t y  are inappropriate sanctions i n  those cases in 

which local action i s  ordinarily determined t o  be covered by Federal antitrust 

laws. 

re1 ief. 

A more appropriate remedy i n  such cases would permit only injunctive 

I 

I 
d 

Continued A i d  t o  Cities Suffering Effects o f  Economic Dislocation 

The Administration recognizes t h a t  neither the general economic recovery 

nor the increasing capacity and willingness of State and local governments 

and their  residents to help themselves will solve the problems o f  a l l  c i t i e s .  

While more and more c i t i e s  are sharing the benefits o f  economic 

recovery, some c i t i e s  s t i l l  have not  f u l l y  recovered. Older c i t i e s ,  * 

dependent on industries suffering long-term structural problems, made sharper 

by cyclical fluctuations i n  income and employment, remain troubled. W i t h  

large concentrations of the needy, these c i t i e s  continue t o  feel financial 

hardships and are unable to  diversify their  economic bases or change from 

a manufacturing t o  a service economy, as other c i t ies  have done. Yet 

these c i t i e s  have t'he enormous strengths and competitive advantages of a 

ski1 led l a b o r  force, extensive infrastructure, choice location, universi t ies ,  

and  central business d i  s t r ic t s .  

Recognizing b o t h  the special problems and strengths of  these c i t i e s ,  

the 9eagan Administration's Urban Policy i s  ccmmitted to helping them 

anticipate and adjust1 t o  structural change. 
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The Administration's commitment to helping c i t i e s  whose revenue base 

dwindles as industries leave or fail  is n o t  based on the not ion o f  

centralized planning. Proponents of a national industrial policy 

argue t h a t  the Federal Goverrnnent should analyze troubled industries, 

decide which to help and how, and provide the necessary subsidies to do 

so. Some o f  our basic industries--steel , a u t o ,  textiles--have recently, 

encountered ha rd  times for a number of reasons, including past management 

mistakes, excessive labor demands, the relatively h i g h  value of the 

d o l l a r  internationally, and the heavy hand of government regulations. 

If some o f  these industries are now recoverable i t  will be because the 

Reagan Administration i s  removing regulatory burdens created by too many 

years o f  centralized planning, removing tax impediments t o  investment,, 

. and reducing i n f l a t d o n  and interest  rates--thus creating the market 

conditions most favorable to  the recovery o f  these firms. The strength 

o f  the economic recovery wil l  make i t  possible fo r  farsighted managers 

to accompl i sh needed techno1 ogical changes, capi t a l  improvements, and 

efficiency measures i n  a time of increasing.profitabi1ity and  market 

demand. As a resul t ,  the necessary modernization of much of our  n a t i o n a l  

industrial p l a n t  will be b r o u g h t  a b o u t  w i t h  much less strain and distress 

t h a n  would have occured i f  the economy had been a1 lowed t o  continue i n  

the "stagflation" o f  the la te  197'3;s and  1980. 

I To a i d  those c i t i e s  h a v i n g  difficulty adjusting t o  the r a p i d  economic 

changes of the 198O's, the Administration h a s  maintained a i d  programs 
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focussing on declining c i t i e s '  needs, and proposed a major new 

ini t ia t ive t o  a i d  them: 

General Revenue Shar ing has been continued and 

maintained a t  existing levels t o  enable c i t i e s  t o  

direct  those re1 atively unrestricted funds  t o  areas 

o f .  pressing local need. 

Community Development-Block Grants ( C D B G )  are being 

maintained w i t h  increased local discretion and modi- 

fications t o  permit greater use f o r  economic development 

and private sector involvement. 

Urban Development Action Grants ( U D A G )  , w i  t h  stream1 i ned 

application procedures and adjustments t o  emphasize j o b  

production more strongly, are p r o v i d i n g  solid help t o  

c i t i e s  committed t o  vrorking w i t h  their  private sectors t o  

b r i n g  about  economic development. 

Enterprise Zones, - a v i t a l  new in i t ia t ive  t o  reinvigorate 

sections of our  c i t i e s  by removing t a x  and regulatory 

inhibitions on business t o  enc0urag.e j o b  formation and  

expansion, has been offered t o  Congress i n  each year of 

the Administration. 

cosponsorship by well over half  o f  the House o f  

Representatives, and enachnent o f  Enterprise Zons 

legislation i n  over 20 States,  this important experiment 

Despite passage i n  the Senate, 
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and p o t e n t i a l  a i d  t o  our  c i t i e s  has been a l lowed 

t o  1 anguish i n  congress. The Adm in i s t r a t i on  w i l l  

con t inue  t o  press f o r  the  e a r l i e s t  poss ib l e  passage 

and imp1 ementat ion o f  the  En te rp r i se  Zone program. 

Technical  Ass is tance can be an extremely use fu l  t oo l  

f o r  he l p i ng  . c i  t i e s  t o  ad jus t  t o ' l o c a l  circumstances w h i l e  

t a k i n g  advantage o f  experience gained around t h e  Elation. 

s t r a t i o n  cont inues t o  p rov ide  techn ica l  ass is tance 

t o  a s s i s t  them i n  address ing t h e i r  most press ing 

f h z  Admin 

t o  c i t i e s  

p rob l  ems 

techn i e a1 

For example, HUD has undertaken spec ia l  

ass is tance  e f f o r t s  f o r  t he  N a t i o n ' s  t e n  c i t i e s  o f  

h i ghes t  unemployment, sending i n  spec ia l  teams t o  prov ide 

economic development and s t r a t e g i c  p lann ing  a i d  as we l l  as 

s p e c i f i c  he lp  on developing p r o j e c t s  s u i t a b l e  f o r  Urban 

Devel opcnent Ac t i on  Grants. 

Continued Ta rge t i ng  o f  Ass is tance t o  t he  Needy 

Close t o  62 percent  of people w i t h  income below the  pover ty  l e v e l  

l i v e  i n  me t ropo l i t an  areas. 

of  uncon t ro l l  ed i n f l  a t i o n  and resu l  t i n g  recessions, pover ty  1 eve1 s had 

been inc reas ing  s ince  1979. 

on i t s  t r ack  o f  progress aga ins t  poverty. 

t i i s  cond i t i ons  o f  the poor a re  being a l l e v i a t e d  by the P rss i den t ' s  

Recent r e p o r t s  i n d i c a t e  tha t ,  w i t h  the  onset 

With economic recovery,  the  idation i s  back 

Although many problems remain, 

T 

Economic Recovery Program and o the r  i n i t i a t i v e s .  
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o E f f e c t s  o f  Economic Recovery 

The Na t i on ' s  economic recovery has done much to help the  poor by 4 

i nc reas ing  t he  purchas ing power o f  t h e i r  income. 

f o r  the average f a m i l y  on Aid t o  Fami l ies  w i t h  Dependent Ch i l d ren  (AFDC) 

increased b y  one- th i rd .  But h i gh  i n f l a t i o n  i n  t h a t  decade meant t h a t  

even though a f a m i l y  had more money, i t  cou ld  buy a t h i r d  l e s s  a t  the 

end o f  t h e  decade than a t  the  s t a r t .  Flow, w i t h  i n f l a t i o n  c u t  t o  j u s t  

4 .7  percent,  a poor f a m i l y  o f  f ou r  w i t h  a pover ty- leve l  income has 

nea r l y  $800 more purchas ing power than i t  would had i n f l a t i o n  cont inued 

a t  the same r a t e  as i n  the  years  p r i o r  t o  the. P res i den t ' s  inaugurat ion.  

I n  t h e  1 9 7 0 ' ~ ~  b e n e f i t s  

m 

a Improved Targe t ing  and t h e  Needy 

Welfare re fonns passed i n  1981 were designed t o  lower costs,  improve 

program equ i t y ,  ma in ta in  t he  s a f e t y  n e t ,  and reduce dependency on 

government ass is tance.  Ry implementing measures designed t o  r e s t r i c t  

AFDC e l i g i b i l i t y  t o  those whose income and resources are i n s u f f i c i e n t  

t o  meet bas ic  needs, these re fonns saved about S2 b i l l i o n  i n  S ta te  and 

Federal out lays.  A t  t he  same t ime, States p u t  t h e  money saved t o  good 

use by a c t u a l l y  i nc reas ing  b e n e f i t s  t o  the t r u l y  needy. 

Actual cash and medical ass is tance to the  needy has grown, and t he  

number o f  people served by programs such as Medicaid, AFDC, and Supplemental 

Secur i t y  Income (SSI) has increased by h a l f  a m i l l i o n .  Food stamps a re  

b e n e f i t i n g  2.3 m i l l i o n  more people t h i s  year  than i n  1980, and spending 

f o r  the  program was' $3.6 b i l l i o n  h igher  i n  1983 than i t  was i n  1980. I 
d 



-16- 

Spending f o r  the Women, I n f a n t s ,  and C h i l d r e n  (WIC) program has 

inc reased  froin $774 m i l l i o n  i n  1980 t o  over  $1.1 b i l l i o n  i n  1983. 

In the a r e a  of a s s i s t e d  housing,  HUD expects t o  be providing subsidies 

through housing programs by the end of FY 1985. t o  almost f o u r  m i l l i o n  

families- up from 3 . 3  m i l l i o n  a t  the end of FY 1981. 

inc lude  only d i r e c t ,  ongoing HUD subsidy payments. 

forms o f  Federal low-income housing s u b s i d i e s ,  the t o t a l  number of 

f a m i l i z s  a s s i s t e d  w i l l  reach 4.9 m i l l i o n  by the end o f  F Y  1985. 

These t o t a l s  

Counting a l l  

8 Emergency Needs 

To focus  on emergency needs of the poor, the Adminis t ra t ion e s t a b l  

an Interagency Task Force on Food and She1 t e r ,  w h i c h  has made ava i l  a b l e  

shed 

Federal r esources ,  such a s  vacan t  HUD-held housing and m i l i t a r y  bases  f o r  

p u b l i c  and p r i v a t e  groups i n  c i t i e s ,  and $140 m i l l i o n  through the Federal 

Emergency Management Adminis t ra t ion ( F E M A )  i n  1983 and 1984. Also, 

working w i t h  a c o a l i t i o n  of p r i v a t e  groups,  the A d n i n i s t r a t i o n  i s  support ing 

a 10-ci ty  demonstration 

0 blinori t y  Youth Tra in  

The most e x t e n s i v e  

t o  address  emergency needs. 

enduring problem o f  unempl oymen t exi s t s  among 

minor i ty  youth. The newly enacted Job Training Par tne rsh ip  Act (JT2A) 

directs a major i ty  o f  i t s  f inanc ing  t o  this problem. Not only a r e  the 

you th- or ien ted  J o b  Corps Tra in ing  Program and the Summer Youth Employment 

and Tra in ing  Program being cont inued,  b u t  40 pe rcen t  o f  the  r2sources  
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. Compr2hensive Improvement Ass i s tance  Program funds  made a v a i l a b l e  t o  thei r  

p u b l i c  housing a u t h o r i t i e s .  The CIAP f u n d s  a r e  t h e n  combined w i t h  funds 

a v a i l a b l e  t o  S t a t e s  under the general  g r a n t  f o r  t r a i n i n g  f o r  p 

sector'employment must be used f o r  youth. The m a j o r i t y  o f  the 

I 

b i l l i o n  requested f o r  Job Tra in ing  P a r t n e r s h i p  Act programs w i  

on s e r v i c e s  f o r  economical ly-di sadvantaged youth.  

i v a t e  

$3.6 

1 be spent 

Y 

6 Youth Opportunity Wage 
I 

The major t a s k  now i s  t o  remove government imposed b a r r i e r s  from I 
g e t t i n g  needed work experience. 

t o  enac t  a Youth Employment Opportunity Wage f o r  the summer months 

(75 percent of the r e g u l a r  m i n i m u m  wage) which will enable  employers 

t o  expand j o b  o p p o r t u n i t i e s  f o r  youth .  

The President is  urging the Congress 

61 Minority 'Youth T r a i n i n g  I n i t i a t i v e  

In a d d i t i o n ,  the Adminis t ra t ion i s  exp lor ing  ways t o  use e x i s t i n g  n 

a v a i l a b l e  t o  the l o c a l  communities through the Job  Training P a r t n e r s h i p  

Act adminis tered by the  l o c a l  P r i v a t e  Indust ry  Councils  and used t o  

provide t r a i n i n g  t o  minor i ty  youth i n  housing management and maintenance. 
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The local governments and  Public Housing Authorities are working w i t h  

their  Private Industry Councils t o  identify j o b  placement opportunities 

for  the trainees. 

0 Project Self-sufficiency 

Project Self-sufficiency i s  an e f for t  t o  coordinate housing a n d  a 

broad network of public and private services for single-parent households, 

usual ly female-headed households, t o  enable sing1 e parents t o  o b t a i n  j o b  

t r a i n i n g  and entry-level posi t ions.  C h i l d  care, counseling, and other 

needed services will be combined w i t h  housing cer t i f icates  t o  provide a 

founda t ion  which will give single parents the freedom and security t o  

participate i n  job t r a i n i n g  programs w i t h o u t  undue concern for the welfare 

and safety o f  their  families. 

. 

These training programs will be tailored 

needs and opportunities of local participating t o  meet the j o b  market 

communities. 

The increase i n  s n g l  e-parent, especially femal e-headed households, 

generally due t o  the breakup of intact families, i s  the single greatest 

factor i n  the increase of  poverty. 

social values t h a t  mainta in  and  strengthen the intact family, i t  i s  concerned 

While the Administration supports the  

a b o u t  the unique problems of  single-parent households. Programs such as 

Project Sel f-Sufficiency can help t o  address these pro'blerns. 

8 Employment Opportunities 

Our recovering economy created over three m i l l i o n  j o b s  i n  1983. 
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local j o b  market conditions. 

Anticrime Init iatives 

Crime i s  one of the most serious problems facing Urban America. 

City dwellers, p a r t i c u l a r l y  minority groups, are the predominant victims o f  

crime. 

Reagan's Urban Pol icy. 

ini t ia t ives ,  r a n g i n g  from focusing n a t i o n a l  attention on the vict im of crime, 

on family violence, and on orcranized crime t o  a major reform of Federa'l 

The reduction of  crime i s  one of  the highest pr ior i t ies  o f  President 

The Administration has launched major anticrime 

The Administration expects growth  t o  create some five million new jobs 

by the end of next year. 

0 Job Training Partnership Act 

The Job T r a i n i n g  Partnership Act (JTPA) replaced the ineffective ' 

. Comprehensive Employment and Tra in ing  Act ( C E T A ) ,  i n  which most of  

the available funds were eaten up  i n  wages and  administrative costs. 

The JTPA requires t h a t  a t  l eas t  70 percent o f  funds be used specifically 

for  t r a i n i n g .  By enabling States and local communities t o  determine 

their  t r a i n i n g  needs and target the uses of the funds, the JTPA i s  

expected t o  train people more quickly and efficiently for  real positions 

i n  the private sector, rather t h a n  make-work public jobs as frequently 

occurred under CETA. As eihibited in HUD's MYTI program, the JTPA 

block g r a n t  makes possible creative coord ina t ion  o f  Federal , State, . 

and local programs a t  the local level i n  response t o  local needs and . 
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criminal laws. In 9982 t he re  were signs of progress. Serious crime dropped 

four  percent i n  1982, the f i r s t  annual decrease i n  the crime r a t e  i n  f i v e  

years .  I t  continued t o  drop, by seven percent,  i n  1983. 

The Administration has acted i n  many ways t o  a t tack  the problem of 

In add i t i on ,  i t  has placed a special  emphasis on at tacking urban crime. 

drug 

high 

whom 

0 

0 

0 

t r a f f i c k i n g  and organized crime. 

p r i o r i t y  on measures t o  improve the l o t  of  victims of crime, among 

a r e  di  sproport i  onate numbers o f  minor i t ies  and the poor. 

The Pres ident  has a l s o  placed a 

/ 

Pres ident  Reagan appointed the P res iden t ' s  Commission on 

Organized Crime t o  help develop an overal l  s t ra tegy .  The 

Commission i s  making a national ana lys is  of the prevalence of 

organized crime, evaluat ing Federal laws pertinent t o  organized 

crime, and ident i fy ing  administrat ive and l e g i s l a t i v e  inprove- 

nents needed t o  f i g h t  organized crime more e f f ec t ive ly .  

The Administration es tab l i shed  1 2  new reaional Drug Enforcement 

Task Forces throughout the  country t o  mount an a t tack  aga ins t  

d rug  t r a f f i ck ing .  T h e  task forces  a r e  ab le  t o  focus the resources 

o f  many agencies,  including the Federal Sureau o f  Inves t iga t ion ;  

Drug Enforcement Adninis trat ion;  Internal  Revenue Service; 

Bureau of Alcohol, Tobacco, and Firearms; Imigration and 

Natural i za t ion  Services;  U.S. Marshals Service;  U.S. Customs 

Service;  Coast Guard; ' and Defense. 

The Office fo r  V i c t i m  of Crime was es tab l i shed  w i t h i n  the Department 
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of Jus t i ce  t o  imp1 ement recooinendations of the President’ s Task 

Force 6n the Victims of Crime. 

Office for  Victims of Crime established a National Victims Resource 

Among i t s  pr ior i ty  a c t i v i t i e s ,  the 

Center, i s  developing model victims l eg i s la t ion ,  and offers v i c t i m  

training packages fo r  judges, prosecutors, and law enforcement 

personnel. The Attorney General has establ ished guide1 ines f o r  

Department of Jus t i ce  units t o  i;;lplernent the Victim a n d  ‘Aitness 

Protection Act o f  1952, which dic ta te  special at tention t o  victims 

and witnesses who have suffered physical, financial o r  emotional 

trduma as a r s su l t  o f  violent  crime. 

d The Administration has implemented a substantial majority o f  the 

64 rxoiiiinendations of  the Attorney General ‘ s  Task Force on Violent 

Crime, which identif ied b o t h  administrative a n d  l eg i s la t ive  ways t o  

colqi)at v i o l  &t crime. 

Q Every U n i  t ? d  Sta tes  Attorney has zstabl ished a Law Enforcelllent 

Coordi nj .  t i  ng Comrlii t t e e  , inade u p  o f  Federal , S t d  tc  and 1 ocal enfdrcc.i?en t 

. 

1 
o f f i c i a l s ,  t o  coordinate e f fo r t s  against tile types o f  crime ident i f ied  

as the gri?atest problem i n  each area. i 

I 

o A : l a t i o n a l  Centsr for  S t ’a t?  and  Locdl  ia:i Enforceinent Trainilig, 

established through the Departments o f  Jus t i ce  and the Treasury, i s  

cofflpleqenting the t r a i n i n g  e f fo r t s  o f  the F 8 I .  I t  t ra ins  local law 

enforcxient agents i n  investigating arsoli, b o i i b i n g ,  Sribsry, and a 

v j r i e t y  o f  o f t ’ snscs  r e l d t i n j  t o  orgdnizgd cri,ne. 
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o To determine the be s t  ineans of cornbatting family violence, 

especially chi1 d abuse and molestation, spouse abuse, a n d  

mistreatment of the e lder ly ,  the Attorney General's Task 

Force on Family Violence was created i n  September 1983. 

Key to a l l  the ac t iv i ty  against the types of crime prevalent i n  

u r b a n  areas a re  the reforms the A d m i n i s t r a t i o n  i s  seeking i n  Federal 

criminal s t a tu tes .  The Comprehensive Crime Control  Act of 1983 was 

submitted t o  Congress i n  March of 1983. 

r e f o n ,  reform of insanity defenses, a n d  fo r fe i tu re  measures, and  i t  amends 

d r u g  enforcement laws t o  increase penali t ies and  strengthen e f fo r t s  t o  

prevent divers ion  of control 1 ed substances . 

Continued Emphasis on Education 

The Reagan Administration's Urban Policy remains committed t o  i m p r o v i n g  

the q u a l i t y  of education i n  the Nat ion .  

consol idat ion,  the Administration strengthened the a b i l i t y  o f  State a n d  

local educational authori t ies t o  manage the i r  programs e f f i c ien t ly .  By 

focusing 'attention on the qua1 i ty  o f  education--on higher acadernic 

I t  provides f o r  bail and sentencing 

r 

Through  deregulation a n d  program 

standards 

. concerned 

steps to 

and  improved d i  sci pl  in?--President Reagan has. galvanized 

parents, teachers, school boards, a n d  administrators t o  take 

mprove and reform l o c a l  sys tem.  

The Education Consolidation and Improveaent Act of 1951 ccmbined 29 

categorical progra!ns i n t o  a single b l o c k  g r a n t  f o r  the 5tates.  I t  gave 

State and  local educators tfie a u t h o r i t y  t o  nake t h e  o m i t e  decisions o n  
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pr io r i t i e s  they will meet w i t h  Chapter 2 funds .  Sav ings  i n  administrative 

costs  resulting'from these changes came to 81.8 million and 191,000 

person- hours. 

The Admin i s t r a t ion  has acted t o  increase the involvement of the 

private sector i n  education. One e f fo r t  i s  through'Partnerships i n  

Education, a n  i n i t i a t i ve  to encourage private.corporations t o  share the i r  

expertise and resources w i t h  schools. Extensive partnerships have been 

established i n  c i t i e s  such as Dallas, Chicago, and  San Diego. Adult 

i l l i t e r acy  i s  being addressed th rough  a n  e f fo r t  of the Department of 

Ediication and the Uhite House Task Force on Private Sector In i t i a t ives  

aimed a t  b r i n g i n g  i n  private sponsors. 

Improving schools w i l  1 require increased parental control which the 

Administration has sought to  fos ter  by promoting t u i t i o n  t a x  credi ts  for 

el mentary-secondary education and compensatory education vouchers f o r  

disadvantaged children. The Administration has a1 so encouraged developirlent 

of 1 ocal l y  designed and administered master teacher and merit pay plans, 

s t r i c t e r  discipline codes and increased requirements f o r  h i g h  school 

g r a d u a t i o n .  

The Adninistration has m a i n t a i n e d  a particular cmmitnent t o  sx?cial  

needs children. For FY 1985, i t  has requested 94.7 b i l l i o n  for educationally 

disadvantaged and handicapped students. 

1 

Nousin? 

The Pcaqa.1 k h i n i s t r a t i o n  has focused heavily o n  th?  housing needs o f  t 3e  
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home 

Nation t h r o u g h  a ser ies  of key i n i t i a t i ve s  designed t o  increase afford- 

ty and ava i lab i l i ty  o f  housing fo r  both low-income people and 

buy e r s . 

Through Admi n i  s t r a t i  on management and budget ac t i  ons , more 1 ow-i ncome 

families are  receiving and will receive hous ing  aid t h a n  ever before. 

Over three million families were receiving assistance th rough ,HUC l o w -  

income housing programs i n  1981; almost f o u r  million will be receiving 

assistance by 1985. 

Additional new e f fo r t s  will enable us t o  increase services w i t h o u t  

increasing costs  t o  the t a x p a y i n g  public. 

Vouchers, established as a demonstration f o r  Fiscal 

Year 1984, are  proposed t o  be launched as a full-fledged 

program in Fiscal Year 1985, t o  provide affordabi l i ty  i n  

housing t o  low-income families. Built  on the success o f  

the Section 8 Existing Cer t i f ica te  program a n d  the 

Experimental Housing Allowance Program, vouchers are aiped 

a t  enabling the poor  t o  achieve m o b i l i t y  w i t h i n  urban areas,  

t o  par t ic ipate  more f u l l y  i n  the housin! market, and t o  

a v o i d  the stigmatization given t o  h i g h  concentrations o f  

the poor i n  low-income housina projects .  I t  w i l l  enable 

the Federal Government t o  make more effective use o f  

private sector resources t o  house the needy. 



Rental Rehabilitation i s  a new program in i t i a ted  by the -- --- - 
Adminis t ra t ion to b r i n g  together pub1 i c  and private 

resources in c i t i e s  w i t h  establ i shed need f o r  additional 

1 ow-income housing stock. Ci t i e s  w i  11 use Rental 

Rehabil i t a t ion  g ran t s  , to  leverage private investnent f o r  

rzhabil i t a t i o n .  Rental Rehabil i t a t i o n  .grants [nay provide 

u p  t o  50 percent o f  the project costs  and no Inore t h a n  

$5,000 per u n i t ,  except where adjusted for h i g h  cost  areas. 

Vouchers and Section 8 Existing Cer t i f ica tes  will also be 

provided t o  a i d  families residing i n  the rahabil i tated units .  

a Supplementing the Rental Rehabilitation program, for c i t i e s  

w i t h  housing needs which cannot be met w i t h  existing stock, 

i s the Rental Housi ng Devel opment G r a n t ,  program. 

prwide Fzdcral matching funds for new construction and  

sujs tant ia l  rehabi l i ta t ion t o  c i t i e s  w i t h  sever? shortages i n  

s tack,  i n  a nanner similar t o  t h d t  i n  the Rental Rehabilitation 

p rog r aln . 

This wi 11 

.J Public Housing 

i l d i n t a i r l i n 3  t h e  q u a l i t y  a n d  a v a i l 3 b i l i t y  o f  ? u b l i c  huusiig has Seen 

a j r i o r i t y  o f  t h e  Adriinistration since 1981. Ths Presiderit has s o u g h t  

and obtained an acceleration o f  modernization e f fo r t s  a n d  f u n d i n g  t o  

briny cost-effectiv? p u b l i c  housing stock II? t o  s t a n d a r d .  HIJ3 has 1auncha - l  



which have marked ly  improved t h e  q u a l i t y  o f  l i f e  i n  p u b l i c  hous ing .  

A f f o r d a b i l i t y  o f  hous ing  f o r  home buyers  has a l s o  been a ma jo r  concern  

o f  t h e  A d m i n i s t r a t i o n .  I n  1981 home buyers were b e i n g  d r i v e n  o u t  o f  t h e  

marke t  b y  r i s i n g  c o s t s  and i n t e r e s t  r a t e s ,  and t h e  f u t u r e  o f  hous ing  

f i n a n c e  i t s e l f  was i n  j eopa rdy .  

, . By b r i n g i n g  down t h e  i n f l a t i o n  and mortgage r a t e s ,  t h e  A d m i n i s t r a t i o n  

has made homeownership p o s s i b l e  f o r  f i v e  m i l  1 i o n  m r e  Americans who c o u l d  

n o t  a f f o r d  t o  buy homes t h r e e  yea rs  ago. Y o n t h l y  naynents on  a new 

f50,@1)0 mortgage a r e  about  $200 a month l e s s  now than they  were i n  1980; ' 

The Reagan A d m i n i s t r a t i o n  has a l s o  aimed a t  address ing  long- term 

s t r u c t u r a l  problems which can d r i v e  up t h e  c o s t  o f  hous ing :  excess ive  

r e g u l a t i o n s  and l a c k  o f  hous ing  f i nance .  

o J o i n t  Venture f o r  A f f o r d a b l e  Housing 

Through a comb ina t i on  o f  Federal  t e c h n i c a l  a s s i s t a n c e  and S t a t e  and 

l o c a l  c o o p e r a t i o n  w i t h  p r i v a t e  deve lopers ,  t h e  Reagai A d m i n i s t r a t i o n ' s  

J o i n t  Venture  f o r  A f f o r d a b l e  Housing has demonstrated t h a t  ove r  20  p e r c e n t  

can he saved on t h e  c o s t  o f  a home through r e g u l a t o r y  and orocess ing  

re form.  

Obso le te  and unnecessary l o c a l  r e g u l a t i o n s  arld extended a p p l i c a t i o n  

and rev iew  procedures have f r e q u e n t l y  added b o t h  d i r e c t  c o s t s  and t h e  

n 
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costs of delay to  hous ing  prices. 

o f f i c i a l s ,  private developers, and  concerned pub1 i c  in te res t  groups such 

as the National Association of Homebuilders, t h i s  H U D  demonstration i n  

30 locations has established t h a t  housing costs  can be b rough t  down. 

The Jo in t  Venture f o r  Affordable Housing i s  now being expanded t o  every 

By br ing ing  together State and local 

State'and t o  infill projects .  

o New Sources of Housing Finance 

Through  an extended e f f o r t  led by H U D  Secretary Samuel R. Pierce, 

J r . ,  the Administration has expanded the sources of hous ing  finance. H U D  

launched a pioneering communications e f fo r t  t o  the )!ation's pension funds 

i n v o l v i n g  conferences, intensive work sessions, mailings, a n d  a major 

publication both to  a t t r a c t  additional investment f roF t he i r  over 

$700 b i l l i o n  i n  assets  a n d  t o  identify w h a t  was needed t o  enable mortgage 

investments t o  compete effectively f o r  funds. The Department o f  Labor  

eased res t r i c t ions  on  ERISA regulations, rernovino barriers  t o  prudent 

pension f u n d  investment i n  housing. A m o n i t o r i n g  survey, commissioned by 

H U D ,  has indicated t h a t  private pension f u n d  assets  invested i n  mortgages 

a n d  related investments increased by 58 percent from 1980 t o  1983. 

I n  related e f fo r t s ,  the Government Na t iona l  Yortaage .Association 

( G N M A )  has developed GNMA 11, a centra l i ied  a n d  modernized form o f  GNPlA 

investment capable o f  meeting the needs o f  modern investors and ins t i tu t ions .  

I n  a d d i t i o n ,  GNMA c e r t  f i ca tes  are now l i s t ed  on the S i n a a p o r e  a n d  Luxembourg 

exchanges, encouragi n ?  increased forci g n  i nves tvent, and G W A '  s are now 

b e i n g  s o l d  i n  J a p a n .  
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Increased affordabil i t y  will no t  by i t s e l f  solve such problems as 

the persistence of racial  segregation and discrimination i n  American 

c i t i e s  and suburbs .  The Admin i s t r a t ion  has taken strong measures t o  

strengthen the role of State and local f a i r  housing enforcement agencies 

i n  cooperation w i t h  HUD. Most importantly, the Administration has pressed 

aggressively for amendments to  the 1968 F a i r  Housing Act to  strengthen 

enforcement by providing f o r  s t i f f  financial penal t i e s  and d i rect  l i t i g a t i o n  

unencumbered by bureaucracy. The Administration's ef for ts  have 1 ed t o  

increased part icipation of State and local goverments i n  processing 

. f a i r  housing complaints and major increases i n  voluntary ccmpliante 

e f fo r t s  t h r o u q h  Community Housing Resources Boards.  

Infrastructure 

The Surface Transportation Assistance Act of 1982 represents a major 

p a r t  of the Administration's response i n  meeting Federal responsibil i ty 

f o r  infrastructure needs. The Act provides fo r  ccmpletion of a l l  segments 

of the in te r s ta te  s y s t m  by the ear ly  1990's, an  immediate spendinq 

increase of 144 percent over levels prior to the Act f o r  rehdbilitatinq 

a n d  preserving exist ing segmerlts of the in te r s ta te  system, a n d  a 

90 percent increase i n  authorizations f r m  1932 t o  1986 f o r  primary 

highways and bridges. 

fuel t a x  w i l l  provide approximately S1 .1 b i l  l i o n  annua l  l y  f o r  liass 

t r ans i t  c a p i t a l  assistance.  I n  a l l ,  passage o f  the Assistanc? Act o f  1932 

In addition, one cent per g a l l o n  of the new motor 



-29 - -  

wi l l  lead to a projected 17  percent increase i n  all  Federal transportation 

capital assistance to  State and local governments between 1983 and 1984. . .  

Local operating costs f o r  infrastructure and  mass transit are best  

handled a t  the local level .  -Therefore, the Urban Mass Transportation 

A d m i n i s t r a t i o n  ( U M T A )  has proposed phasing out operating subsidies as 

capital assistance has been increased. In a d d i t i o n ,  the States have 

shown, t h r o u g h  financing innovations, a n  increasing willingness t o  meet 

the responsibil i ty f o r  ongoing infrastructure devel opment and maintenance. 

The Federal Government's major  c o n t r i b u t i o n  to the financing of 

public infrastructure (o ther  t h a n  highways) by State and local governments 

i s  the subsidy implici t  i n  tax-exempt bonds. The Federal subsidy t o  

State and .local infrastructure financing i n  1984 w i l l  a m o u n t  t o  roughly 

$6 t o  97 b i l l i o n  i n  reduced in te res t  costs .  The Administration i s  

V 

ccmmitted t o  th is  support f o r ' S t a t e  and local c a p i t a l  spending. I t  has 

also s u p p o r t e d  legis la t ion designed t o  l i m i t  the p r o l i f e r a t i o n  o f  private- 

purpose bonds. Effective res t r ic t ions  on private-purpose issues w i l  1 

improve the value of the subsidy to  State and local governments issuing 

tax-exempt bond t o  finance pub1 i c  c a p i  t a l  spending . 

C o n t i n u e d  Encou.ragernent of P u b 1  ic-Private Partnerships 

The President understands the importance of t he  private sector i n  

rebuil d i  ng America's 1 oca l  economies. T h i s  understandi ng 1 ed to  t h e  

creation of the idhite House O f f i c e  on Private Sector In i t i a t ives ,  t h e  
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a n d  f i n a l l y ,  the President 's  Advisory Council on Private Sector 

In i t i a  t ives 

These e f fo r t s  a re  aimed primarily a t  promoting greater  use of private 

resources, human and monetary, fo r  meeting the Nation's needs. These 

e f fo r t s  have activated thousands of i n i t i a t i ve s  and partnerships th roughou t  

the country, from the public s ide  (e.rJ., State and local government task 

forces) , t o  increased part icipation by the small and large corporate 

sector ,  n o n p r o f i t  organizations, churches, a n d  many other o r g a n i z a t i o n s .  

a ccmputer-based i n f o  ma ti o n  

on on partnership ac t i v i t i e s  t o  

One immediate resu l t  was the formation of 

service which provides immediate i n f o n a t  

the public and .private sectors. 

Federal agencies have placed a hig.h p r i o r i t y  o n  partnerships and 

increased private part icipation , including such varied projects as increasing 

part icipation by the corporate sector i n  day ca re  centers,  t o  the Education 

Partnership Program ( Adopt-a-School). The Administration sponsored a 

National  Recognition Program f o r  Comauni ty Development Partnerships 

which identified and recognized cmnuni t i e s  t h a t  used the Community 

Devel opment B 1  ock G r a n t  Program t o  create outstanding pub1 ic /pr ivate  

partnerships. 

f o r  awards. 

Over 500 applications were received a n d  190 were selected 
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Statement o f  Commi ss ioner  M i  11 es A .  Gregory, Chairman Nor th  Carol  i na 
Local Government Advocacy Counci l ,  before the U.S. Advisory Commission 
on Intergovernmental  Re la t ions  :,larch 1, 1984. 
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Chapter I1 

RESTORING THE GRASS ROOTS 

S o r t i n g  o u t  responsibi l i t ies  and restoring balance t o  our Federal 

system by strengthening the role o f  State and local governments i s  one 

f i n  foundation of the Admini  s'tra t ion ' s  Urban Pol icy. 

off ice ,  President Reagan inst i tuted a dialogue o n  federalism with State 

Soon a f t e r  taki ng 

and  local government o f f i c ia l s .  The resu l t  of t h a t  dialogue was a 

ccmprehensive program of regulation reduction in and consol idation of 

categorical g r a n t s  which would restore discretion over the use of resources 

to  State and local governments. T h a t  restorat ion process i s  well underway, 

and  Sta te  and local governments are already benefiting from a strong a n d  

growing n a t i o n a l  economy coup1 ed wi t h  t he i r  increased authority over 

g r a n t s -  i n-a i d .  

This chapter takes a fresh look a t  the process of restoring federalism: 

how f a r  i t  has come a n d  where i t  will go from here. This chaoter examines 

the f iscal  condi tion of State and local governments, concluding t h a t  

because of t h e i r  own actions--as well as the improved econmy, derequlation, 

a n d  the greater  f l ex ib i l i t y  provided by the Reagan Adrninistration--they 

are f i sca l ly  healthier  t h a n  they have been i n  a l o n g  time. 

Federal i s m  Debate 

Nhen the Reagan Advinistration began t o  send the various pieces o f  

i t s  block g r a n t  legis la t ion t o  Conaress i n  1991, proponents o f  the s ta tus  

quo feared t h a t  these actions : ~ o u I d  polarize consti tueicies.  



inefficiency,  and rural bias. 

( i n  current dol lars)  of  Federal a i d  t o  l o ca l i t i e s  from 1960 t o  1980 

In t he i r  view, the 1200 percent increase 

was j u s t i f i ed  for'many reasons ( E x h i b i t  11-11. Chief among these was Y 
the apparent inab i l i ty  o r  unwillingness of States and l oca l i t i e s  t o  

provide many necessary domestic services. Their revenue systems, i t  

was argued, could not meet the growing demands f o r  services caused by 

increasing incomes and  populations. Relying principally on excise and r 

sales taxes, Sta te  revenue systsrns were 1 argely unresponsive t o  growth 

i n  incollie, a n d  taxable resources viere unevenly distr ibut2d among Sta t?s ,  

result ing i n  an unequal ab i l i t y  t o  provide services. Local, .revenue 

systems were heavily dependent on the property tax,  a n d  l oca l i t i e s  were 

often prohibited by State  consti tut ion o r  s ta tu te  from tapping other 

revenue sources. The resu l t  das a Sta te  and local governinent revenue 

system t h a t  requ red Federal grants-in-aid. 

ti12 c i t i e s  s a i d ,  were dominated by rural 

d i s t r i c t s  t h a t  contained f e w r  residents 

parts.  In addi  t ion,  because urban  areas 

d w e l l i n g  places o f  ininori t i e s  and econorn 

As f a r  as willingness was concerned, the c i t i e s  questioned the 

receptivity o f  States t o  the needs o f  urban areas. Sta te  legis la tures ,  

legis la tors  r2presenting 

t h a n  the i r  cJrban cocrnter- 

dere pr2do;:ii r idn  t l y  the 

cal l y  d i  sadvantaged 

individuals h e a v i l y  dependent on pub1  i c  services,  Federal a i d  and  

OverjiJht ider-2 required, i t  ;das argued, t o  ds?il w i  ti1 the pe rs i s t e i t  

p r o b l  er,is J F  th?se d i  sadvan t a g w l .  
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EXHIBIT 11-1 

Historical Trend of Federal Grant-in-Aid Outlays 
(Fiscal years; dollar amounts in millions) 

Federal grants as a percent of 

Total . Budget outlays State and Gross 
grant-in- local . National 

aid Total Domestic’ ex pandi turesz Product 

Five-year intervals: 

1950 . . . . . . . . .  $2,253 5.3% 8.8 ‘10 10.4% 0.9% 
1955 3,207 4.7 12.1 10.1 0.8 
1960 7,020 7.6 15.9 14.7 1.4 
1965 10,904 9.2 16.5 15.3 1.7 
1970 24,014 12.3 21.3 19.2 2.3 
1975 49,834 15.4 21.5 23.0 3.3 

. . . . . . . . .  

. . . . . . . . .  

. . . . . . . . .  

. . . . . . . . .  

. . . . . . . . .  

Annual I y: 

1976 . . . . . . . . .  59,093 
1977 . . . . . . . . .  68,414 
1978 . . . . . . . . .  77,889 
1979 . . . . . . . . .  82.858 
1980 . . . . . . . . .  91,472 
1981 . . . . . . . . .  94,762 
1982 . . . . . . . . .  88,194 . 

1983 . . . . . . . . .  93,013 
1984 estimate . 98.765 
1985 estimate . 102.218 
1986 estimate . 104,584 
1987 estimate . 107,939 

16.2 
17.1 
17.4 
16.9 
15.9 
14.4 
12.1 
11.7 
11.6 
11.0 
10.5 
10.1 

21.9 
22.9 
23.1 
22.5 
21.2 
19.5 
16.6 
16.1’ 
16.4 
16.1 
15.8 
15.4 

24.2 
25.9 
26.8 
26.3 
26.3 
25.1 
22.0 
21 .8 
NA 
NA 
NA 
NA 

3.5 
3.7 
3.7 
3.5 
3.6 
3.3 
2.9 . 
2.9 
2.8 
2.6 
2.5 
2.4 

1 Excludes ouflays for the national defense and international affairs functions 
2 As defined in the national income and product accounts 

NA = Not available 

Source Special Analysis H Federal A i d  to State and Local Governments.” Special Analysis. Budget ot the 
United States Government. 1985. Washington. D C U.S Government Printing Office. 1984, p H.16. 

U 
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assistance given by the Federal Government h a d  caused l oca l i t i e s  t o  c o v r i t  

i n  

the 

the 

States,  for  t he i r  p a r t ,  expressed strong doubts a b o u t  the Federal 

Government's desire or ab i l i t y  t o  provide real f l ex ib i l i t y  t o  States.  

Twenty years o f  having  t o  comply w i t h  an ever-increasing load of Federal 

mandates had convinced them t h a t  the "Feds" would somehow play "gotcha" 

he end, thus further i n h i b i t i n g  t he i r  ab i l i t y  t o  dea.1 flexibly w i t h  

r c i t i e s .  

Various in te res t  aroups raised "national purpose'' argunents. Wi thout  

d i rec t  control of categorical r es t ra in t s ,  how could the Federal 

Government ensure ful l f i l lment  by States and l oca l i t i e s  of national goals? 

A t  the Federal l eve l ,  a i d  was often seen as a lever €0 be used t o  ensure 

t ha t  State and local expenditures were compatiblEr w i t h  national objectives 

such as environmental protection,  occupational safe ty ,  and  nondiscrimination. 

As the number o f  national 

lever. 

To counter these var 

I objectives prol i tera ted,  so d i d  the use o f  the 

sometimes sizable portions o f  the i r  budgets toward Federal pr ior i ty  

projects ,  thereby reducing local budget f l ex ib i l i t y  and replacifln S t a t e  

a n d  l o c a l  p r i o r i t i e s  w i t h  those o f  the Federal Governinent. 
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More i m p o r t a n t ,  the Administration could point  to the growing  

professional ism, accountability, and responsiveness of Sta te  and local 

governments 

STATE GOVERNMENT MODERNIZATION 

Much h a s  occurred within Sta te  governments i n  the past 30 years t o  

substantial ly a1 t e r  the deficiencies t h a t  the Advisory Commission on 

Intergovernmental Relations ( A C I R )  noted as commonplace i n  the 1 9 2 0 ' s :  

Many States operated under the handicap of out-of-date, r e s t r i c t i ve  
consti tut ions.  Constitutional deficiencies, when coupled with 
unrepresentative State legis la tures ,  weak Governors, a n d  financial 
d i s t r e s s ,  seriously eroded the States '  ab i l i ty  to address a n d  solve 
pressing problems and pub1 i c  confidence waned. 

The Cmmi s s  ion concl uded t h a t  : 

A largely unnoticed revolution has occured i n  State government. The 
States have Seen transformed to a remarkable degree. The decades of 
the 1960s and 1970s witnessed changes in State government u n p a r a l  leled 
since the post-Reconstruction period a century ago, generally i n  the 
direction advocated by reformers for  50 years 

Twenty years ago,.all  b u t  f ive S t a t e  legislatures were b a d l y  

malapportioned. Since Baker vs. Carr (19621, every State has apportioned 

i t s  legis la ture  on the basis o f  one person, one vote. 

- 
I 

Executive power i n  State government has become more focused, more 

c a p a b i l i t y ,  a.rld exteid revenue authority for  rnany l o c a l  jUriSdiCtiGnS. 
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Executive power i n  S ta te  government has become more focused, more ' 

accountable, and more professional To strengthen the i r  executives, 

States have extended t h e i r  Governors' term o f  off ice  and granted them 

more authority t o  implement thei r  programs. Forty-six States now have 

four-year gubernatorial terns; 4 5  permit t h e i r  governors to succeed 

themselves; v i r tua l ly  a1 1 governors now control a State planning u n i t .  

Between 1965 a n d  1980, a l l  States undertook reorganizations of executive 

departments; 24 reduced the number of independently elected administrative 

he ads.  

State legis la tures  have also made s ignif icant  s t r ides  i n  achieving 

greater professionalism, increased openness, and improved efficiency. 

Almost a l l  State legis la tures  now meet every year i n  e i the r  regular o r  

special session; professional s t a f f s  now provide technical support f o r  

the finance and a p p r o p r i a t i o n s  committees or  i n  a central l eg i s la t ive  

u n i t  i n  every State on a year-round bas is ,  ccmpared to  o n l y  a h a n d f u l  

20 years ago .  

Every State judicial  system i s  required to  hear and rmedy cases 

ar is ing under c o n s t i t u t i o n a l  a n d  o t h e r  Federal l a w .  I n  addition, State 

courts have taken the lead i n  m a n y  instances i n  extending rights beyond 

those recognized i n '  Federal l a w .  S t a t e  c o u r t  systans i n  v i r t u a l l y  every 

State have been dramatical l y  reformed. 

State responsiveness t o  local f iscal  needs has d r a m a t i c a l  l y  i icreds2d. 

T o t a l  Stdte a i d  t o  l oca l i t i e s  from t h e  States '  own  revenues grew n e a r l y  
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sixfold from 1965 t o  1980'and now surpasses 960 bi l l ion a year. 

Local Government Innovations 

Moderniza-tion has also taken place a t  the local government l eve l ,  

enabling l o c a l i t i e s  t o  provide public services more efficient1.y and 

effectively.  Until the 1960's,  l o ca l i t i e s  were constrained by the 

mismatch between poli t ical  boundaries a n d  population settlement patterns 

as well as by l imi t s  on local indebtedness, t .axing pourer, functions, 

and boundary adjustments imposed by States. Over the past 20 years, 

however, States and l oca l i t i e s  have worked more cooperatively; a n d  

States have increasingly granted home rule f l ex ib i l i t y  to  local 

governments. Local boundaries have been adjusted t o  conform more 

clos,ely to  the population. affected by a part icular  local a c t i v i t y ,  

' and States have increased local governent authority and access t o  

revenues. 

One i n n o v a t i o n  w h i c h  has increased'local government f l ex ib i l i ty  i s  

the transfer  of services i n i t i a l l y  p r o v i d e d  by a qeneral-purpose municipality 

to  another u n i t  o f  government ( e . g . ,  county, State or special-puraosc 

d i s t r i c t )  o r " t o  the private sector. From 1965 t o  197.5, over 1 , 7 0 0  spinoffs 

of functions from municipalities occurred, vi t h  counties receiving 56 percent, 

special d i s t r i c t s  l a  percent, a n d  States 1 4  percent. 

Annexation was the most cmmon way, oar t icular ly  i n  t h e  S o u t b  a n d  

Southwest, t o  ex tend  the service or financinq reach 2f d n u n i c i D a l i t y .  

From 1070  through 1 9 7 7 ,  ''over 3R,OC1(3 annex3 t i o n s  occurred, a l ld i r lg  nearly 



7,000 square  m i l e s  and 2.5 m i l l i o n  people t o  c i t i e s  o v e r  2,500 i n  

popu la t i on . " *  
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. I n  addi  t i o n  ts f u n c t i o n a l  t r a n s f e r s  and annexat ions ,  c i  ty- coun ty 

conso l  i d a t i o n s ,  i n t e r g o v e r n m e n t a l  s e r v i c e  agreements ( t h e  v o l  u n t a r y  

agreement o f  two o r  more l o c a l  governments t o  coopera te  i n  t he  p r o v i s i o n  

o f  a s e r v i c e ) ,  and t h e  e x e r c i s e  o f  e x t r a t e r r i t o r i a l  power ( t h e  use o f  a 

m u n i c i p a l i t y ' s  a u t h o r i t i e s  beyond i t s  own b o r d e r s )  have proven e f f e c t i v e  

i n  i n c r e a s i n p  m u n i c i p a l  f l e x i b i l i t y .  I n  a d d i t i o n ,  l o c a l  governments 

formed mu1 t i p u r p o s e  c o u n c i l s  o f  government t o  address r e g i o n a l  i ssues  

more ef F e c t i v e l y .  Revenue base- sha r ing  schemes, such as M inneso ta ' s  t a x -  

base s h a r i n g  p l a n  f o r  t h e  St. Paul- Minneapo l is  area, and g r e a t e r  c o o p e r a t i o n  

o f  l o c a l  pub1 i c  a u t h o r i t i e s  and p r i v a t e  o r g a n i z a t i o n s ,  have a1 so f u r t h e r e d  

mun ic ipa l  e f f i c i e n c y .  P r i va te -pub1  i c  c o o p e r a t i o n  i n  t h e  fo rm o f  c o n t r a c t i n g  

o u t  (where t h e  m u n i c i p a l i t y  m a i n t a i n s  some d i s c r e t i o n  over t h e  l e v e l  o f  

s e r v i c e  p rov ided  o r  t he  groups served,  o r  where the  s e r v i c e  i s  mcjved i n t o  

t h e  p r i v a t e  s e c t o r )  has a l s o  become a popu la r  method f o r  enhancing l o c a l  

government s e r v i c e s .  

A d m i n i s t r a t i o n  A c t i o n s  

The Reaqan A d n i n i s t r a t i o n  f e l t  t h a t  a1 1 these m o d e r n i z a t i o n  e f f o r t s  

i n  S t a t e  and l o c a l  governments j u s t i f i e d  i t s  con f i dence  i n  the  a b i l . i t y  o f  

S t a t e  and l o c a l  o f f i c i a l s  t o  make t h e i r  own d e c i s i o n s  and manage resources  

'rli s e l  y . 
The A d m i n i s t r a t i o n ' s  re5d l  ,anti ng s t r a t e g y ,  t h e r e f o r e ,  h a d  t h r e e  

b a s i c  g o a l s :  t o  w h a n c e  m o d e r n i z j t i o n  e f f o r t s  i n  S ta te  and l f i c a l  
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governments, to increase intergovernmental cooperation , and t o  provide 

f iscal  f l e x i b i l i t y  to State and local government. 

This s t ra tegy,  i n  turn, involved three basic components: F i r s t ,  i n  

the Omnibus Reconcil i a t i o n  Act o f  1981 , the Administration consolidated 

57 categorical g r a n t s  i n t o  nine State block g r a n t s ,  among t h e n  creating 

a Small Ci t ies  State Block G r a n t  f o r  Cmmunity Development and replacing 

T i t l e  X X  w i t h  the more f lexible  social services block g r a n t .  Second, 

i n  various pieces o f  l eg i s la t ion ,  the Administration also moved t o  cut 

categorical strings t h a t  had become attached to  existing block gran ts .  

T h i r d ,  the A d m i n i s t r a t i o n  took steps to  relax o r  rescind more t h a n  

1,200 regulations af fect ing States a n d  c i t i q s .  

E v a l u a t i o n s  of these in i t i a t ives  indicate each had s ignif icant  

impact toward the three goals of modernization , cooperation , a n d  

f l ex ib i l i t y .  

In the area of regulatory reform a n d  reduction, f o r  example, 

A d m i n i s t r a t i o n  i n i  t i a t i ve r  h a d  the d u a l  e f fect  pf increasing S t a t e  a n d  

l o c a l  f l ex ib i l i t y  and  reducing State and  local expenses. 

A 1979 l i s t  of federal regulations imposed on a samplinq of f i v e  

States and  f i ve  c i t i e s  i n  those States recorded 1 ,260  Federal regulations. 

Of these,  almost 80 percent were contractual obligations or conditions of 

Federal a id ,  a n d  the remainder were direct  orders. Between 1971 a n d  1978, 

the p(3ce a t  w h i c h  the Federal Government attenpted t o  regulate l o c a l  

a c t i v i t i e s  accelerated rapidly, w i t h  a t o t a l  of 1 , 0 7 3  regul 3 t i o n s  
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being imposed bn these jur isdic t ions  i n  t h a t  period.3 

Federal regulations cost  the U.S. econcmy more t h a n  Sf00 b i l l i o n .  ’ 

In 1978, alone, 

The Office of Management and Budget ( O M B )  has  calculated cost  savings 

to  State and local governments a s  a r e su l t  o f  the Administration‘s 

regulatory review program. In 1981, OMB estimated t h a t  subnational 

governments saved 32 bi l l ion i n  annual costs and $4 b i l l i o n  t o  $6 bi l l ion  

i n  one-shot, s t a r tup  costs .  Much of these cost  savings can be at tr ibuted 

to relaxed regulations i n  two areas--access f o r  the handicapped a n d  

b i l  inqual e d ~ c a t i o n . ~  

of the Presidential Task Force on Regulatory Relief.  

Much cost  reduction resulted a1 so from the ac t i v i t i e s  

Some o f  the  major governmen twide s treaml i n i  ng ef for ts  undertaken by 
v 

the. Admin i s t r a t ion  include the f o l l o w i n g :  

Executive Order 12372,  “Intergoverninental Review of 

Federal Programs,” which replaced A- 9 5 ,  regulates 

Federal agency responsiveness rather t h a n  State a n d  

1 ocal comment processes. 

The Single A u d i t ,  strengthened by the Administration, 

enables States and  l oca l i t i e s  to  c o n d u c t  the i r  own audits 

of Federal funds, rather t h a n  h a v i n g  t o  r e l y  on  Federal 

agency a u d i t i n g  e f fo r t s  a n d  procedures. 

Cash Management reforms, no\v being tes ted ,  !di l  1 lead 

to interaovernrnental cash  f l o w  require!nents t h a t  :flak? 

sense i n  terms o f  existing State a n d  l o c a l  procedures .  
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b The Department of Agriculture simp1 i f i ed  cost-accounting procedures 

i n  the national school lunch program a n d  revised rules for  the 

collect ion o f  data t o  examine State agency compliance w i t h  matching 

requirements. 

burden for States by approximately 2 1  n i l  1 ion hours each year. 

These reforms reduced the information-collection 

Q The Department of Education prepared nonbinding guidance t o  

States for  implementing the Sta te  education block g r a n t .  The 

guidelines responded t o  requests from States fo r  additional 

guidance and  took i n t o  account the i r  concerns a n d  suncestions 

a b o u t  l i m i t i n g  administrative requirements. 

o The Department o f  Energy simplified the financial assistance 

procedures for grants t o  small jurisdict ions.  

o The Environmental Protection Agency ( E P A )  s t rear l ined i t s  

grants appeal s process t o  a1 1 ow E P A  reai o n a l  admi n i  s t r a  tors 

Greater discretion i n  resolving appeals formerly referred t o  

E P A  headquarters i n  Washin.aton. The agency also revised i t s  

construction g r a n t  regulations t o  give States more authority 

over the operation o f  the i r  programs. 

8 The Department o f  Health and Human Services proposed rules 

t o  improve the early a n d  periodic screenin?, diaanostic, 

a n d  treatment child health a c t i v i t i e s  under the i i e d i c a i d  
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proaram. The new rules should s ignif icant ly  reduce administrative 

time and  costs  so t ha t  more resources can be used t o  provide 

health care. 

welfare services and developmental d i s ab i l i t i e s .  

The Department issued simplified rules for  child 

e The Department o f  Housing and Urban Development revised the rules 

affecting the 'entitlement portion of the Community Development 

Block Grant program. 

assistance plan requirements and  subst i tu te  a simplified statement 

The new rules reduce and  simplify housing 

of purpose for  the previously required appl ication. 

Q The Department o f  Labor issued m i n i m u m  a n d  nonprescriptive 

regulations under the new Job T r a i n i n g  Partnership Act. 

o The Department o f  Transportation simp1 i f i ed  rules governing 

the urban  transportation planning process f o r  State and local 

jur isdic t ions .  

8 In  addition, the Federal A v i a t i o n  Administration (FAA) proposed 

rules e l in inat ing approvals that  are n o w  required when a l o c a l  

government makes minor changes t o  an  FAA-approved a i rpor t  l a y o u t  

p l a n ;  

o The Urban Wass Transportation Administration ( U r l T A )  simplified 

a n d  consolidated requirevents for l o c a l  governments t o  o b t a i n  

funds under  the Formula Grant prooram. The Forvula Grant 

program provides funds f o r  routine c a o i  t a l  requirevents a n d  

limited operating assistance.  
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The regulatory reduction examples just ci ted not only reduce man- hour  

burdens t o  State and local governments b u t  greatly enhance the i r  ab i l i ty  

to s e t  their om pr io r i t i e s .  

In regard t o  the other Administration i n i t i a t i ve s ,  evaluations by 

the General Accounting Office and others indicate t h a t  the Administration’s 

confidence in States and local governments was amply j u s t i f i ed .  States 

are displaying increased sens i t iv i ty  to  the needs of t he i r  c i t i e s ,  in ter-  

governmental cooperation has  increased, a n d  b o t h  States and l oca l i t i e s  

are using the increased f l ex ib i l i t y  more effect ively  t o  meet the needs 

o f  the i r  c i t izens .  

For example, States and loca l i t i e s  are  also asserting the i r  p r io r i t i e s  

i n  program design a n d  management. Vajor  studies o f  the impact of the new 

block g r a n t  programs are  s t i l l  underway, b u t  preliminary findings suggest 

t h a t  the majority of States have maintained a n d  even increased program 

levels .  9rawing u p o n  other Federal funds and State and local resources, 

they have allocated resources aiiong program ac t iv i t i e s  i n  accordance w i t h  

t he i r  own p r io r i t i e s  t o  the degree permitted under s t a t u t e ,  a n d  they have 

welcomed the increased discretion and reduced Federal reporting requirements 

I n  general, Governors and  State levis la tors  h a v e  been invo’lved more 

directly i n  p l a n n i n g  and resource a l l o c a t i o n  t h a n  they had been under 

many o f  the prior categorical programs. The States have al’so moved 

quickly to  involve a wide spectrum of peoole a n d  groups i n ,  the a l l o c a t i o n  

o f  these f u n d s .  To the sxtent  t h a t  States have shifted f u n t l i y  g r i o r i t i e s ,  

resources hJve been targeted to  t he  poorest populations or t o  f an i l i e s  on 

we1 fare.  
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W i t h  increased responsi b i  1 i ty for  the Medicaid program, f o r  example, 

Sta tes  have begun t o  establish effect ive  cost-containment.po1 ic ies  and  t o  

improve services t o  the needy. 

Project,  which has been systematically surveying State Medicaid programs, 

The Intergovernmental Health Pol icy 

draws strong contrasts  between 1981 and 1982 i n  a report issued i n  April 

1983. I t  notes t h a t ,  prior t o  Administration-initiated r e fo rm ,  o u t -  

of-control Growth  was forcina States t o  retrench, often t o  the disadvantage 

of recipients.  I n  contras t ,  new f l e x i b i l i t i e s  provided under the reforms 

have allowed States to  increase services a n d  add -beneficiaries.  States 

have used this  f l ex ib i l i t y  b o t h  t o  increase cost-effective services a n d  

control costs .  

by the Department of Health a n d  Human Services t o  support home and 

For ezample, a.lmost a l l  StatFs have been granted waivers 
9 

community-based services a n d  approximately one-third have elected t o  

provide coverage f o r  disabled children a t  home. Specifical ly,  the report 

notes t h a t :  

1981 can be characterize4 generally as a period o f  moderate 
retrenchment on the part o f  many State Medicaid programs a n d  
severe retrenchment f o r  a few. 

Perhaps the most s t r ik ing difference between the two years 
[19Sl a n d  19821 i s  t h a t  even i n  the face o f  continued f i s c a l  
s t r e s s ,  a substantial number o f  States acted i n  1982 t o  a d d  
new services,  re ins ta te  previously eliminated benefi ts ,  l i f t  
exist ing res t r ic t ions  on access, or even increase payments t o  
providers. 

Also i n  contrast t o  1981, 1982 marked the beginning o f  a 
a r a d u a l  s h i f t  i n  the focus o f  cost-containnent ac t iv i ' t ies  
away from the tradit ional  short-term s t ra teg ies ,  e.g. , 
l imitat ions on e l i g i b i l i t y  a n d  services,  reductions i n  
provider payments, e t c . ,  t o  a concentration on more 1onc;l- 
r a n y ,  s tructural  reforms i n  the organization, f i n a n o i n p  a n d  
del i very o f  Vedicaid services . 5  

I 1  
i 

d 
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A good example o f  the way i n  which the Administration's consolidation 

e f fo r t s  have mcouragecl and developed ci  ty-State cooperation i s  the Sta te  

Corninunity Development Block Grant fo r  Small Cit ies.  Transfer of the 

Small Ci t ies  COBG program t o  Sta te  administration went very successfully. 

States were able t o  detcrinine t h e i r  own objectives, design t he i r  own 

programs, a n d  s:?lt?ct grantees - -  a l l  w i t h i n  a short period o f  time. 

Setla-ally, local gov2rnnents wws significantly involved i n  design o f  

the i r  Stat,?s'  programs arid responded posi tively t o  their  programsL 

imp1 enentation and outcomes, colnparinq them favorably t o  the prior HU9-  

run program. I q  nost Sta t?s ,  a d v i w r y  bodies o f  tile m a l l  c i t i e s  jllayod 

d large 'role i n  deternininy the f o r w t  and  p r i o r i t i e s  o f  the S t a t e  program.. 

A se r ies  o f  reports evaluating the program have indicated tha t ,  under 

State control , many itiore c i t i e s  have been a b l ?  t o  part icipate i n  the 

Small  Ci ty  CDBG program, u p  to  three times as many i n  sme  S t a h s .  Irl 

a d d i t i o n ,  funds  used have Seen rnore h i g h l y  targeted tls lower income 

d r ? d s  and persons, vindicating the Administration's f d i  t h  i n  State a n d  

local governnents' a b i l i t y  and willingness t o  inept the goals o f  the CDSG 

Th;, increasing scns i t iv i ty  o f  States b o t h  to  needy people and 

nzedy places i s  a l s o  reflected i n  changQs dJring the past three year;  i n  

tiiei r revenue and  expendi ture  sys tans. - 

Equ i ty  features now b u i l t  i n t o  inany State rev?nue SySte!n; i n c l u d ? :  

1) th? o x m p t i o n  o f  food ( a n d  smetitnes c lo th in j  a n d  pr2scription drugs) 

f r - m  t h ?  Sale, t a x  dr the provision $if  an i n c o o ?  t a x  c redi t  f a r  S I J C ' I  



purposes; and  2 )  State-financed "c i r cu i t  breakers" that  refund property t a x  F1 

payments i n  excess o f  a given percent of  household income f o r  elderly 

and low-income households. A t  the sane t i ne  States are indexing t he i r  

own 'income t a x  systems t o  ref1 ec t  economic real i t i e s ,  they are moving t o  'rd 
protect t he i r  ab i l i t y  t o  finance 'programs d u r i n g  economic downturns 

through the establ ishment o f  " ra iny  day funds.'' 

. In  tenns o f  expenditure equity, by the beginning of 1984 only one 
r 

Sta te  d i d  not have a State-local revenue-sharing program. Forty-one use 

an equalizing formula rrhich helps jur isdic t ions  i n  d is t ress .  F i n a l l y ,  42 

Sta tes ,  many since 1980, have enacted provisions improving local government 

access to  c r e d i t ,  and 26 States have extended local t a x i n g  a u t h o r i t y . 6  

By the end of 1983, nearly a l l  States had assumed the local share o f  the 

cos ts  o f  Medicaid and Aid t o  Families W i t h  Dependent Children. And 1983 

rras the f i r s t  year in which the States as a whole paid over 50 percent 

o f  local education costs .  

c 

W i t h  the increased f l ex ib i l i t y  creat2d by the ne,v block grants,  

States have a l tered the ,n ix  and emphasis o f  program offered and are 

increasingly t a i l o r i n g  programs t o  meet the needs o f  the i r  coinmuni t i e s .  

ilistressed l o c a l i t i e s ,  i n  par t icular ,  have Seen beneficiaries o f  th i s  

l l  increasid Stdte f l ex ib i l i t y  a n d  responsiveness. A recent Advisory Coirlrnission 

I on Intergovernmental Relations ( A C I R )  study on Sta te  a i d  t o  distressed 

comun j  t i e s  concludes: 

S t a t ?  yoverninents n o w  have proyralns w h i c h  (1) encourag? a n d  
f a c i l i t a t e  private investment and e.nployinent i n  distressed 
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conmuni t i e s  t h r o u g h  development finance and assistance programs; 
( 2  ) empower 1 ocal govern~nen t s  , neighborhood sel f-he1 p programs, 
and non-profit voluntary organizations t o  engage i n  community 
s tabi l iza t ion ac t i v i t i e s ;  ( 3 )  give di rect  financial aid to low- 
income individual s for  housing rehabi l i ta t ion;  and ( 4  provide 
f i  scal and technical assistance t o  1 ocal governments. 3 
On both Sta te  and local levels  the Reagan Administration i n i t i a t i ve s  

such as the block grants and Executive Order 12372 have accelerated the 

development o f  intergovornmental service agreements , consol idati.ons, 

annexations, and public-private partnerships. 

As an a d d i t i o n a l  tool  t o  f a c i l i t a t e  these arrangements, the 

Ad3inistration hds 2rovided advice t o  loca l  governlnents on intergovernmental 

service agreements by supporting the development of I nterl ocal Service - 
Delivery: A Practical Guide t o  Interlocal Agreements/Co'ntracts f o r  Local 

Of f ic ia l s ,  p u b l  ished by the National Association o f  Counties. Recent 

- ----I- ------ 

examples o f  successful intergovernmental agreements from th i s  p u b l  ication 

i ncl ude: 

-- 9ouglas C o u n t y ,  Colorado  has agreed t o  provide the recently 

incorporated town o f  Parker, Colo . ,  w i t h  technical 

assistance,  a t  no cos t ,  t o  carry o u t  t h e  c i t y ' s  l a n d  use 

a n d  l a n d  developlierit re.gulation responsibil t i e s .  

- -  Hanover Park, I1  l . ,  a nd  Park Ridge, 1 1 1 . .  have joined 

w i t h  other members o f  the Northwest Municipal Conference t o  

raiuce costs  for  recrui t i n y  entry-level pol ice off icers .  T;le 

i n  tsrci  t y  2rogrd.n  has reduct?d recrui t i  ng d n d  tes t i  ng costs 

tirdmatical l y .  

d 



City of DeKalb and the DeKalb Park Dis t r i c t  t o  purchase a n d  

develop an abandoned railroad right-of-way for  a multipurpose 
. .  

bl nature t r a i l  for  h i k i n g ,  bicycle r i d i n g ,  crosscountry skiing,  

and other recreational a c t i v i t i e s .  

-- Cooperation between school d i s t r i c t s  provides another promi s in?  

opportunity fo r  interlocal  agreements. Williamsburg a n d  James 

City/County, Va., have a j o i n t  school board .  The cooperative 

purchasing saves the schools money on fue l ,  heating o i l s ,  and  

t rash removal services,  among other costs .  The timely exchanae 

of information has improved budbetino, and j o i n t  studies have 
I 

increased effectiveness and  reduced costs  of  telephone systems, 

insurance, d a t a  processing, a n d  records management. Cooperative 

ventures i n  purchasing, equipment use, and  information sharing 

are  expected t o  increase as more a n d  more savings are- realized. 

Public-private partnerships are a lso  becoming increasingly i rpor tant .  

For example, the Center f o r  Engineering Excellence i s  a partnership 

between the Sta te  of  Arizona, Arizona Sta te  University, a n d  a c o a l i t i o n  

of  high-technology firms j o i n i n g  forces t o  construct a new research 

center. 

the graduate program i n  science a n d  engineering. 

the Chamber o f  Comnerce reported a large increase i n  high-technoloay 

firms w i s h i n g  t o  relocate new f a c i l i t i e s  i n  t he  Phoenix area. 

The private sector has contributed over S16 m i l l i o n  t o  expand 

Even before completion, 
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Aetna Life and Casualty tsaned up w i t h  a neighborhood grou? i n  

Lowell, Hass., t o  preserve an inner-city neighborhood i n  an eight- 

block area populated primarily by low-income Hispanics and Asian refugees. 

gesidents formed the Coalition fo r  a Better Acre w i t h  f u n d i n g  f ron Aetna 

and technical assistance from the Chicago-based National Training 

Information Center. Wi tli c i t y  help, an apartinent building has been 

renovated dnd homomers have Seen helped., t o  keep the i r  homes. 

Coal i tion i s  a1 so working w i t h  the c i ty  on an anticrime program, voter 

regis t ra t ion and a l ong-  term neigborhood s i t e  p l an  us ing  donated 

archi tectural assistdnce. 

The 

'The heightened national atmosphere of  i ntergovernrnentbl cooperation 

and the h2ightened sense o f  the need for public and private sectors t o  

p u l l  together hdve s p a r k 4  a wave o f  voluntarism across the !.lation. 

Voluntarisn dnd  self-help dre not ned phenomena; b u t  i n  the past decade, 

a new t d i s t  has been added: the  lisp o f  volunteers by lscal govcrn~nents 

tr, suppl2l;lent s t a f f  or deliver c i t y  s2rvices. 

by c i t i zens  and elected ofvic ia ls  o f  the need f o r  budget r e s t r a i n t ,  

"cutback nanayaient" has inspired e f fo r t s  t o  capital ize u p o n  the desire 

of  many c i t i zens  t 3  contribute time and r2sources t o  th? i r  cominuni t i e s .  

A d i rec t  resul t  o f  acce2tance 

Fo r  exalnpl P, the C i t y  o f  Bal tiiflore, ' t d . ,  now U S ~ S  val  untoers t o  

snforce exterior  sanitat ion and  housing codes. 

by nl?igiibDrhood arganizations a n d  work clos.?ly !vi t h  the organizations i n  

t!i;t a r ? a  thsy  serve. 

The volunteers are  approved 
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The City of New Orleans, La., has established a citywide volunteer 

program cal 

1982, 3,000 

The PO 

ed VIGOR--Volunteers i n  Government o f  Responsibility. 

volunteers worked i n  85 c i ty  agencies. 

In 

ice  department of Virginia Beach, Va. , uses volunteers t o  

provide services t o  the public,' t o  a s s i s t  uniformed of f i ce r s ,  and  t o  

supplernent ongoing  programs. 

u n i t ,  the investigative division,  the uniform division in the vehicle 

Volunteers a re  used i n  the crime analysis 

transport  program, and the marine patrol .  

Finally , even without c i ty  sponsorship, a nonp ro f i  t ,  grassroots 

organization i n  S t .  Paul, Minn. ,-- the Tangletown Neighborhood Association-- 

has an agreement w i t h  a trash hauler. 

delivery w i t h  the hauler. The agreement allows the hauler t o  reduce 

Residents atrange f o r  the service 

prices to part icipating residents b o t h  because a large percentage o f  

custwrlers d r e  served i n  the neighborhood, a n d  because the association 

recrui ts  part icipants for the hauler. 

I m p r o v i n g  S ta te  and  Local Fiscal Conditions -------- --------- 

The combination o f  economic recovery, 1 essened Federal regulatory burdens, 

a n d  f l ex ib i l i t y  i n  t h ?  use of  Federdl resources has c o n t r i b u t e d  t a  the 

increased financial strength o f  our State d n d  l o c a l  goJern!lients. A g g r e g a t e  

.fiscal d a t a  indicate t h a t ,  as the Nation's econorny inproves, S t a t ?  d n d  

lacdl gov?rmerits are rezstablishiny the i r  f iscal  health. The sur2lus 

For the S t d t i  and  l o c a l  governinent sector ( e x c l u d i i i g  social insurariie 
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Another indica tor  of re la t ive  f iscal  health i s  State f iscal  capacity. 

Differences i n  S ta te  f iscal  capacit ies provide an indication of differences 

i n  S ta tes '  f i scal  ab i l i t y  t o  help t he i r  own c i t i e s .  Recent work by the 

Advisory Commission on Intergovernmental Relations ( A C I R )  shows tha t  

there was a convergence o f  State f iscal  capacit ies between 1967 and 1979. 

S ta tes '  f i scal  abil i t i e s  per c a p i t a  were becoming more equal. Preliminary 

evidence suggests t h a t  a s l igh t  widening of d i spar i t i e s  among States 

occurred betwgen 1979 and 1982 based on 

dhi le  d i spar i t i e s  in Sta te  f iscal  capac 

t i 7 y  are we1 1 below the 1 eve1 s nzasurrd 

In addition t o  w h a t  i s  known 

on the f iscal  condition of c i t i e s  

Colnilii t t e e  study. Based on a sdinp 

of  a l l  s izes ,  the study estimates 

911.44 per cap i ta ,  dodn from $12. 

predicted by t h i s  study of  c i t i e s  

a b o u t  

the per capita income index. 

ty  continue t o  ex i s t ,  however, 

in 1957. 

Sta tes ,  more recent information 

i s  provided by a recent Jo in t  Econoini c 

e of 299 l oca l i t i e s  represent ng c i t i e s  

average budyeted def ic i t s  f o r  1983 of  

0 in 1982. Interest ingly,  the de f ic i t s  

for 1981 and 1982 iiere n o t  realized. 

T h a t  i s ,  in 1981, and  1982, actual budgets shoded year-end surpluses o f  

S13.18 and 97.73 per capi ta ,  respectively. 9 

A study o f  the f i scal  condition of  23 ldrge c i t i e s ,  recently updated, 

s ~ g y e s t s  tha t ,  on the average, these large c i t i e s  are i n  a relat ively 

strong f i sca l  position. Fo r  both 1981 and 1982, revenues exceeded 

?xp$iiditur?s i n  tiles? 29 c i t i e s  by 1.5 and 1 . 2  percent res?ectively. 10 

Clearly, the i r  position has idproved substantial ly sinc. 1980. I 
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These budget surpluses cone as a pleasant surprise t o  inany local 

pub1 i c  o f f i c ia l s .  

the influence of two major factors: 

enhancing procedures adopted by local o f f i c i a l s  i n  inany cases encouraged 

or newly allowed by Federal deregulation and consol idation policies;  and 

2 )  

c i t i e s .  

The better-than-expected resul t s  quite 1 ikely ref1 ec t  

1) the innovative and efficiency- 

the strength of  the economic recovery and i t s  beneficial impact on 

CONCLUSION 

The Adi,iini s t r a t i o n ' s  e f fo r t s  t o  restore balance t o  our  intsrgovernnental 

systerfi have had s ignif icant  impact on the economic well-being of.our State 

and local governments and the quality o f  l i f e  of  the i r  residents. 

and l oca l i t i e s  have taken advantage O F  the i r  increased authority and 

States 

f l ex ib i l i t y  t o  manage more e f f i c ien t ly ,  improving  functions and  ssrvices 

a t  b o t h  1 eve1 s o f  goverrirnen t s .  

Of course, the f o u n d d t i o n  for the przsent f iscal '  and pol  i t i ca l  heal t h  

O F  States and l o c a l i t i e s  i s  the S I K C ~ S S  o f  the Pr2sident 's  Econoinic 

2xovery Program. Econoraic recovery a n d  i t s  beneficial ?ffects  on  u r b a n  

conditions are exaiiined i n  the next.chapter. Chapter I 1 1  also l o o k s  a t  

tiis s p e c i d 1  problems at- c i t i e s  t h a t  3ave n o t  y e t  Felt the impact  o f  the 

n a t i o n a l  economic recovery and discusses responses t o  these pro91 ems by 

t i l e  v a r i d u s  13vel s 3 f  governm?nt. 
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Chapter 111 

URBAN ECDNOM IES 

The f o u n d a t i o n  o f  the Administration's urban policy i s  a sus 

economic recovery w i t h o u t  the r a p i d  inf la t ion t h a t  character 

1970's. Economic growth a n d  price s t a b i l i t y  are fundamental 

continued devel opmen t o f  u r b a n  areas. 

-5 7 -  

a i'ned 

zed the 

to the 

This chapter documents the success of the Administration's e f fo r t s  

t o  promote sustained economic growth, examines the changes t a k i n g  place 

i n  the economic s t ructure  o f  u r b a n  areas and the strengths and weak- 

nesses o f  urban economies, and describes e f fo r t s  by all  three levels  of  

government t o  promote the economic heal t h  of c i t i e s .  

Slowdown i n  I n f l a t i o n  

The most urgent economic problems confronting the'Administration when i t  

assumed office i n  1981 were runaway inflat ion a n d  stunted economic g r o w t h ,  

a combination called "stagflat ion." Inf la t ion,  as measured by the Consumer 

Price Index, h a d  s teadi ly  increased from 5.8 percent i n  1976 t o  13.5 

percent i n  1980.1 

had  becme f i r m l y  entrenched i n  price and wage decisions. Accelerating 

i n f l a t i o n  reduced net capital  fornation, productivi t y  incentives, f i n a n c i a l  

s tabil  i t y ,  a n d  the' overal 1 a b i l  i ty  o f  the n a t i o n a l  ~concny t o  generate 

real g r o w t h ,  while incessantly raising taxes t h r o u g h  " b r a c k e t  creep." 

Uncertainty a n d  pessimism d o m i n a t e d  psycho1 ogical a t t i  tudes of b o t h  

consumers and bus i nessren . 

Fuloreover, the expectation of continued i n f l a t i o n  

Irlfl  a t i o n  caused particti1 a r l y  severp problerls i n  econotiical l y  

d e c l i n i r l g  u r b a n  areas where t a x  bases l a q ~ e d  h e h i n d  m o u n t i n g  b i l l s  fclr 
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These tax changes have played a major role i n  tho current economic 

recovery. As a resu l t  o f  these changes, the total  share of GNP taken by 

taxes has fa l len  from 20.1 percent i n  1980 t o  18.7 percent i n  1983. 

Personal income tax ra tes  have been reduced by a cumulative 23 percent 

over three years ,  and the t o p  marginal individual income tax ra te  was 

reduced from 70 t o  50 percent. 

extension of el ig ibi l  i ty for Individual Retirement Accounts ( I R A ) .  A s  

Savings were encouraged by the universal 

a resu l t  of the legal changes, the number of individuals investing i n  

I R A ' S  rose from 6.8 million i n  1981 to  more t h a n  24 million l a s t  year,  

wit11 tbe l a rges t  gain,. 10 million, occurring i n  1382 when b o t h  dorking 

spouses Mere allowed t o  contribute up  t o  $2,000. 

coupled w i t h  the sharp decline in inf la t ion has significantly increased 

the af ter- tax r a t e  o f  return on businzss inveitnent ,  thus substantial ly 

improving  the cl imate f o r  business investment. Entrepreneurial ac t iv i ty  

has spurted noticeably. Estimates.are t h a t  there may have been a record 

630,000 n 2 w  incorporations i n  1983. , 

I 
I 

' i4or.e rapid depreciation 

I 

These changes have also been useful i n  generating the recent improve- 

~ ien t s  i n  l a b o r  productivity. From 1977 t o  early 1982,  labor productivity 

g r w  very l i t t l e .  I t  began t o  increase i n  the third quarter o f  1982 and 

grew a t  an dvwage annual  r a te  o f  1.8 percent for the l d s t  two quarters 

o f  1932. F o r  1983, l a b o r  p r o d u c t i v i t y  grew by 3 .5  percent per year,  one 

o f  the f a s t e s t  ra tes  o f  increase i n  a number of years. 3 
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Recovery from Recession 

Strong economic growth d u r i n g  1983 went f a r  t o  erase the e f fec t s  of the 

economic recession which began i n  July 1381 and ended i n  November 1982. 

During this period, the Nation's unemployment ra te  increased from 7.0 t o  

10.7 percent. 

the unemployment ra te  among blue-collar workers rose t o  16 .3  percent. 

Nanufacturing j o b s  declined by more t h a n  2 . 3  million, a n d  

. , :  

While the e f fec t s  of  the recession spread t h r o u g h  c i t i e s  in a91 

regions, the major impacts were i n  the older c i t i e s  t h a t  special ize i n  

the inanufacture o f  durable goods,  such as steel  and  automobile products. 

FOP example, j o b  1,osses were greater in the North Central r eg ion  t han  i n  

other regions.. 

Economic recovery began i n  November 1982. Real GNP turned up  i n  

the f i r s t  quarter o f  1983 and  registered strong increases during each 

o f  the subsequent quarters. By Decelnber 1333, employment had increased 

by 4 m i l l i o n  over December 1982's recession l o w ,  a n d  the n a t i o n a l  

unemployment rat? had fa l len  t o  8.2 percent. i3y April 1984, enploy- 

inent had increased by another 1 . 5  m i l l i o n  t o  d record 104.3 m i l l i o n ,  dnd 

tile unenploynient rate f e l l  t o  7.8 percent. Xanufjcturing growth i i 3 s  

Seen part icularly sharp since ;,larch 1983, w i t h  durable goods industr ies,  

such as transportdtion equipment, machinery, a n d  e lec t r i c  and electronic 

equipment, accounting f o r  the b u l k  o f  the manufacturing gains. (See 

Exhibits 111-1 a n d  I;[-2). By rleceiiber 1983,  u n q ~ l ~ y ~ ~ e f l t  r a t . ? s  ha11 

declined i n  b o t h  lar32 dnd  ma11 c2:itrdl c i t i e s  i n  a l l  r q i o n s .  
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Employ men t i n Major Manufacturing Industries, 1978-1 984 
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iii t h  the Adr.iinistration's Econonic Recovery Prograin in place, thc 

stage i s  s e t  fo r  sustained economic growth stimulated by increased savings 

and private sector investment. Sta te  and local governments can coinpl ernent 

Federal e f fo r t s  t o  lliaintain econolnic growth by developing the i r  coinmuni t i e s '  

competitive advantages and a t t rac t ing  private investment t o  productive 

ac t iv i t i e s .  I t  i s  t o  be expected t h a t  d i f fe ren t  c i t i e s  wi l l  share i n  I 
econmiic recovery a t  di f ferent  rates.  

growing industr ies a n d  population and mo&rn p l a n t s  have i n  nany cases 

already overcome the e f fec t s  of recession and surged t o  higher levels  of 

ac t iv i ty .  Those c i t i e s  which hdve been dependent on mature basic industr ies,  

and w h i c h  contain much aging and unmodernized plant ,  will probably  l a3  i n  

the i r  recovery and require special measures'at a l l  levels  o f  government t o  

Cit ies w i t h  econolnies based on 

overcome the i r  speci f ic  1 iabil i t i e s .  LJnder conditions o f  n a t i o n a l  economic 

growth ,  however, most comniunities wi l l  be able t o  improve thei r  level of 

performance. 

STRUCTURAL ECONOt4IC  PROBLEMS OF C I T I E S  

A nunber o f  the Nation's c i t i e s  are a f f l i c ted  by structural econoinic 

proble,ns, usually creat2d by a dependence on older ,  basic industries 

d h i c h  have been advc.rsely affected by sh i f t s  i n  consulner pref?rence, 

ciev21 opmen t o f  new t&iiriol ogi  es,  1 abor cost d i  sadvan tages, a n d  other 

cornpeti t ive  pressures. Frequently those c i t i e s  f i n d  the i r  economic 

arijustlnentj i r l h i b i t m !  by obsolete p l a n t  and an unwillingness o f  con7anies 

t u  reinvest instead o f  b u i l d i n g  new plants i n  0th2r l o c a t i o n s .  Such  
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structural problems have led, over the past few decades, t o  declines i n  

work forcesp property values, and the overall economies of these ci t ies- -  

especially, b u t  n o t  exclusively, i n  areas such as the Midwest and Northeast. 

However, these declines of individual c i t i e s  have occurred i n  the context 

of a remarkable show of strength by the Nation's overall manufacturing 

base. Discounting cyclical peaks and  valleys, the manufacturing sector 

has shown b o t h  underlying strength and indications of resurgence, based 

on increasing modernization of older industries and continuing leadership 

from high-technology firms. 

a b i l i t y  t o  a t t rac t  and give b i r t h  t o  service industries t o  replace 

employment losses i n  manufacturing. 

In a d d i t i o n ,  many c i t i e s  have shown a n  

The Administration does n o t  believe t h a t  any city i s  condemned t o  

inevitable decline. In the case of c i t i e s  experiencing severe structural 

problems, the Administration has n o t  only kept ex.isting programs targeted 

t o  a i d  such c i t i e s ,  b u t  has developed and  promoted new ones, such as 

Enterprise Zones, t o  enable c i t i e s  t o  make the needed adjustments t o  

provide them, eventually, w i t h  stable, growing economic bases. 

Trends i n  Manufacturing Employment 

I n  t he  1960 ' s  and 1970's  the number o f  workers employed i n  manufac tu r ing  

increased slowly, and manufacturing's share o f  t o t a l  o u t p u t  remained 

relatively stable a t  j u s t  under 25 percent. 

were stable, however, b o t h  w i t h i n  a n d  a round  the  manufacturing sector, 

there were major shif ts  i n  employment patterns. 

While the aggregate figures 

Manufacturing's relative 
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share of total U.S. e3pl oyinent decl ined from 31 percent i n  1960 t o  

22  percent i n  1980. 

re la t ive  t o  cap i ta l- ,  labor- , and resource-intensive industries. (See 

Exhibits 111-3 and 111-4). ( H i g h  technology industr ies are  those w i t h  

h i g h  research and development expenditures re la t ive  t o  the value o f  what 

they produce.) 

Employment i n  high-technology industr ies increased 

The slow growth of manufacturing employment re la t ive  t o  employment 

i n  other sectors has resulted from several f ac to rs ,  including ( 1 )  a s h i f t  

i n  consumer demand away froin manufactured goods as income r i szs ;  ( 2 )  

increases i n  manufacturing pcoductivity, and ( 3 )  intensif ied international 

competition in manufacturing. 

has a1 so affected U.S. tqanufactlring ernployment. 

high-techno1 ogy industr ies ref1 ec t  sh i f t s  i n  consumer preferences as we1 1 

as  cxport opportunities. The s t ab i l i t y  o f  the overall production and 

empl oymen t f igures d i  t h i n  th;;. context of  tiles2 zany changing factors 

underscores the continued strength o f  t h ?  ? la t ion 's  manufacturing sector. 

Howev?r, these changes have necessitated major adjus twnts  Sy idorkers a n d  

communities faced w i t h  the loss or contraction of  some j o b s  and industries 

arid the eneryence and  grwtn o f  others. Not a l l  work?rs and a1 1 cominuni t i e s  

have Seen equally capable o f  m a k i n g  these adjustrnieits a n d  responding t o  

new competitive opportunities. 

Recent sluggish growth  i n  the world economy 

Employment sh i f t s  t o  

. 

A closer l o o k  a t  the  types o f  manufacturing jobs 

have Si?en l d s i n g  w i l l  c l a r i fy  the problelns faced by o 

A recent study o f  the larges t  u r b a n  argas showed t h a t  

c i  t i  2 s  

a1 c i t i e s .  

a s  

t h a t  centra 

d 2 r  industr 

c i t i e s  such 
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EXHIBIT 111-3 

Size and Share of U.S. Manufacturing Sector, 1960-1980 

Manufacturing Share of Total 

output 
(biltions of Employment 

Year 1972 dollars) (millions) . Output Employment 

1960 $1 71.8 16.8 23.3% 31 .o% 
1970 261.2 19.4 24.1 27.3 
1980 35 1 .O 20.3 23.8 22.4 

Source: U.S. Council of Economic Advisers, Economic Report of fhe President, 
February 1984. Table 3-1. 

V 
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EXHIBIT / / / -4 

Shares of Value Added and Employment in U.S. Manufacturing 
by Industry Group, 1960-1980 

(Percent of manufacturing total) 

Value Added Emalavment - r - ,  - -  
Group 1960 1970 1980 1960 1970 1980 

High-technology 27 31 38 27 30 33 
Capital-intensive 32 30 27 29 29 28 
Labor-intensive 13 13 12 21 20 19 
Resource-intensive 28 25 23 23 21 20 
Source: Robert 2. Lawrence, “Is Trade Detndustrtallrtng Amerlca’ A Medtum Term Perspectlve,“ 
Brookings Papers on Economic Achvily. I ,  Washington, D.C.: Brookings Institution. 1983,Table 2. 

I 
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S t .  LOU 

1 argest 

s, Clev,eland, Buffalo, and New Yark experienced soiae o f  their  

employment losses in low-skill industries, such as apparel, 

text i les ,  leather goods, and furniture.5 This simply confirmed a 

historical tendency of  older industrial centers t o  lose less-skilled, 

labor-intensive jobs  t o  areas with lower wages. Relocation o f  mill d 
s'ndustries from New England t o  the Carolinas provides an early example 

o f  titis dispwsion efflzct; the increasing tendency o f  consimer electronic 

goods to be assembled abroad provides a Inore recent exainple. 

I I n  a d d i t i o n  t o  losses i n  their  Pow-ski1 led  industries, industridl 

c i t i e s  a9 so suffzred ind jor  j o b  losses i n  higher-p3ying basic industries, 

such as primary metals ( s t ee l )  , fabricated metals (machine tools) ,  -and 

transportation (automobiles).' 
0 

Higher U.S. labor costs, foreign competition, 

1 oosoiece piancs, ana increasza energy costs are reasons rrequentiy citea 

for these 1 0 s s e s . ~  However some o f  those j o b  losses have been reversed 

by t he  current econocilic rxovery, p a r t  

A1 t h o u g h  !ianufactiiring j o b  lossss 

in solne t,iajor c i t i e s ,  mariitfacturing co 

cul  a r l y  i n autornob i l?s .  

d w i n g  the 1370 ' s  bier? substantial 

tinues t o  p lay  an important role 

i n  urban areas. 

i n  the iiianuf.ic turiny sectl3r lidv'? Overcome their recessionary troughs d n d  . 

h a v e  rejdined 1 ev?l s o f  mployrnent approaching previous h i g h s .  

American autolnobil e industry, for exainpl e, has 1 ed a resurgence o f  

produs t ior i  and  employment. 

riev9.r recover d i e n  the  overal 1 ecoriolny was clndergoing bou ts  o f  "stdgfl a t i o n "  

As indicated on E x h i b i t  111-3, many major industries 

The 

Industries N h i c h  l ooked  as i f they would 



of industrial production i n  February 1984 was 3.9 percent above i t s  

previous h i g h  i n  July of 1981 ( see  E x h i b i t  111-4). 

approaching o r  exceeding previous highs i n  almost a1 1 types of manufacturing, 

durable and nondurable. 

Production i s  

While increased au toma t ion  and growing use of h i g h  technology a n d  

robotics make i t  unlikely t h a t  many of the basic indust r ies ,  such as 

a u t o  and s t e e l ,  will ever require the same s ize  labor force re la t ive  to 

production as i n  previous decades, i t  i s  also c lear  t h a t  they will be 

able to provide a continuing base of employment i n  u r b a n  areas. This 

a b i l i t y  will be greatly enhanced by measures being taken in ' those  industr ies 

, to  increase the i r  cmpet i  tiveness, from use of production robotics i n  

the auto i ndus t ry  t o  moderni z i  ng furnaces , expandi ng use of con t i  nuous 

cast ing,  o r  i n  some cases even' shif t ing to  finished product production 

and  usi ng foreign-produced i ngots  i n  the s tee1 industry. i l h a t  i s  imoortan t 

b the Administration i n  th is  abnosphere o f  resurgence and increasing 

ccmpetitiveness i s  to encourage a l l  c i t i e s  to  part icipate as f u l l y  as 

possible and t o  he1 p c i t i e s '  suffering from disinvestment and obsolete 

p l a n t  e i the r  t o  modernize o r  s h i f t  the i r  economic bases according t o  

1 ocal s i tuat ions .  

Many c i t i e s  i n  a l l  sections of the country have been especially 

successful i n  a t t r a c t i  ng and  devel o p i n g  new industries. These c i t i e s  

have c a p i t a l  ized on the i r  special strengths to  develop successfill 



econor:iic developaent s t r a t q i e s .  Dallas, Houston, San Jose, and Phoenix 

have experienced substantial growth in high-techno1 ogy industries, such 

as none1 ec t r ic  machinery , electr ic  equi pment, and instruments; approximately 

half of their  bnanufacturing empl oynent i s  concen'trated in high-technology 

sectors. Philadelphia has movedafrom i t s  old heavy-industry base t o  a 

i;iix of l ighter industry and service industries, such as banking and 

merchandising. 

skilled labor force-, which gave the ci ty  a competitive advantage in the 

. Boston took advantage o f  i t s  great universities and a 

design of  sophisticated computers and instruments. Dayton, Ohio, which 

has suffered substantial enpl oyment 1 osses i n  industries such as cash 

registers,  refrigerator motors, and p r i n t i n g  presses, i s '  using i t s  location 

near several colleges and a major Air Force base t o  a t t rac t  high-technology 

f ims .  

h i g h-  techno1 ogy products. 

Other c i t i e s  w i t h  siinilar resources are considering switching t o  

Trends i n  Nonmanufacturing 

Another major o p p o r t u n i t y  f o r  expansion of j o b s  i n  u r b d n  areas i s  i n  

off ice services ( finance, da ta  processing, h2adquarters offices, accounting, 

corpordt6 l a w ) ,  h e a l t h  services, specialty retail  services, tourison, a r t s  

and cul turd1 servic'?s and education. blat ional  l y  , these services have 
9 been g r a d  ng very rdpidly , and  they tend to concwtrate i n  urSdn areas. 

F o r  example, 43 percent o f  the Nation's employment i n  legal services and  

37 pc'rcent o f  i t s  em?loy!wnt i n  b a n k i n y  ar? conccntratal i n  34 o f  t he  

1 argest 3rban counties. 
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Office services and corporate headquarters have exhibited strong 

growth i n  many of the older urban areas t h a t  have been losing jobs i n  

other industries. 

developed strong office sectors and are iuajor centers of national and 

internitional fina'nce. Being the headquarters location for major . 

Cities such as New York, Chicago, and Boston have 

manufacturing firms has assisted large industrial c i t i e s ,  such as 

Pittsburgh ( s t e e l ) ,  ilinneapolis (electronics),  and Rochester (scient i f ic  

and off ice equipment), i n  building s t rong  office i n d u ~ t r i e s . ~  

A recent study of the largest economically declining urban areas 

shows t h a t  their finance industries grew by 15 percent between 1967 and 

1979, and even higher growth rates were exhibited i n  their  legal 

(82 percent), business (41 percent) , heal t h s  ( 6 5  percent), and  education 

( 3 7  percent) industries. In the context of their  27 percent loss of 

manufacturing jobs d u r i n g  this period, thesc" gains are q u i t e  impressive.1° 

Th2y indicate that ,  despite a dinin.ished p o p u l a t i o n  and j o b  base, many 

of the 01 der urban centers dre shdvJi ng considerabl e strength i n  a d a p t i n g  

their  econonies t o  offset  deterioration of  their  nanufacturing and 

trade industries. 

O f  course, growth o f  o f f i c e  services i n  central c i t i e s  i a y  n o t  

continue a t  the sdiile pace i n  the future. :lany adninistrative and 

auxiliary (e.g., research and development) functions of major firms are 

being decentral ized t o  suburbs. One reason for this  siiift seeos t o  

be the contracting supply o f  clerical workers icl central c i t ies  and t;le 



growing supply. i n  t he  suburbs. Cent ra l  c i t y  "push" factors, such is 

h i g h  taxes, congest ion,  poor  schoolss  and crime, a l s o  seem t o  be impor tan t  

c o n t r i b u t i n g  fac t0 rs . l '  I n  add i t i on ,  advances i n  data process ing have 

d ispersed t he  "back o f f i c e "  a c t i v i t i e s  o f  many f i n a n c i a l  f i r m s  t o  smal l  

c i  t i e s  i n noninetropbl i tan  areas. 12 

Some c i t i e s  have made t he  t r a n s i t i o n  t o  a service-based economy more 

e a s i l y  than others .  Among l a r g e r  c i t i e s ,  na t i ona l  and reg iona l  centers ,  

such as New York, Boston, Ph i lade lph ia ,  A t l an ta ,  and Mew Orleans, have 

been more successful  than manufacturing-based areas, such as St. Louis ,  

and D e t r o i t ,  which s t a r t e d  w i t h  d 'lower l e v e l  o f  f inance and se rv i ce  

employment and expanded a t  a s lower r a te .  

To sum up, c i t i e s  have had d i f f e r e n t  degrees o f  success i n  deal i n g  

w i t h  t h e i r  s t r u c t u r a l  problems. The Adnini  s t r a t i o n  has mainta ined several  

economic development programs t o  a i d  c i t i e s  i n  adapt ing t o  these changes; 

they a re  discussed below. 

FEDERAL ACTIONS TO PROMOTE URBAN ECONOMIC 0EVELOPMEi.IT 

E n t e r p r i s e  Zones 

The Ad,nini ; t rat ion's proposed En te rp r i se  Zone l e y i s l a t i o n  (14.2. 1955,  . 

S .  863) prov ides bo th  encouragement and i ncen t i ves  f o r  the p u b l i c  and 

p r i v a t e  sec to rs  t o  work toge ther  i n  r e v i  t a l  i z i n g  d i s t r essed  areas and 
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The concept baiiind t h s  legislation i s  t o  create an environi2ent i n  a 

distressed araa conducive t o  stimulating business activity and stabilizing 

or increasing employment for zone residents and others. State and local 

governments inay- o f f s  tax o r  regul a to ry  incentives, or perhaps additional 

services in the area or improvement of the infrastructure conditions. 

As J result  o f  t h s  Ad~~inis trat ion 's  focus on t3e concept, this  

experimental approach i s  already being tried by almost half O F  the States 

th rough  their  own Enterprise Zone programs. 

The Federal Enterprise Zone legislation prwides tools that can be 

uszd t o  cornplanent S t a t ?  and loca l  efforts to  improve the econoinic 

development process, regardless pf whether they have enacted their  own 

State legislation. To nominate a distressed arga f o r  Federal Enterpriss 

Zone designation, a State and local government must identify impediments 

t o  oconolliic dctivity i n  a zone and formulate a strategy t 9  rein~vs those 

i:npedirients. 

local  governments. T h e  12gisl a t i o n  a1 so strongly encourages contributions 

froill the business comiunity, such as  financial and technical assistance 

drid traiiling for a ~ p l  oyers and enployeus. I t  encourages ;)articipation 

by zone residents i n  the econoiqic SUCC,OSS o f  the zone, as entrepreneurs, 

T h i s  strategy nust  include c o m i  tinents fro17 both  S t a t e  and 

j o b  holders, or  as part o f  83 p l a n  by w h i c h  residents share i t 1  dhat?vcr 

increased equity accrues t o  the zone. 

I n  a d d i t i o n  t o  t f i i s  process f o r  fonu7Jting a s t rd tdgy  and  a c o l l x t i o n  

Q f  1 0 ~ 3 1  i n c e n t i v e s ,  t h z  Fedsral  legislation providss a pwerful p a c k d g e  

d 
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o f  Federal t a x  and r e g u l a t o r y  incen t i ves .  

. t r a i n i ng  oppo r t un i t i e s ,  p a r t i c u l  a r l y  f o r  disadvantaged i n d i v i d u a l s ,  

t h e  b i l l  o f f e r s ' t a x  c r e d i t s  t o  employers who increase p a y r o l l s  and h i r e  

d i  sadvan taged and 1 ong-term unempl oyed i nd i  v i  dual s. 

investment,  growth, and t h e  f l o w  o f  c a p i t a l  i n t o  t h e  zones, t h e  b i l l  

p rov ides  t a x  c r e d i t s  f o r  investment i n  zone pzrsonal  p roper ty  and rea l  

e s t a t e  i n  a d d i t i o n  t o  those c r e d i t s  a l ready prov ided i n  the t ax  code, and 

exempts c a p i t a l  ga ins from taxa t ion .  The b i l l  a l so  prov ides f o r  exped i t zd  

To s t i m l a t e  job gro:.rth and 

To encourage bus i  ness 

t reatment  o f  a p p l i c a t i o n s  f o r  e s t a b l i s h i n g  Fore ign Trade Zones w i t h i n  

En te rp r i se  Zones. To lessen tr'le c o s t  and t ime burdens o f  soine Federal 

r egu la t i ons ,  t h e  b i l l  penn i t s  j u r i s d i c t i o n s  con ta i n i ng  f e d e r a l l y  designated 

En te rp r i se  Zones t o  request  the  waiver or m o d i f i c a t i o n  o f  r egu la t i ons  i f  

such Naiver  o r  m o d i f i c a t i o n  would n o t  v i o l a t e  a s t a t u t e  o r  adversely 

a f f e c t  h e a l t h  and sa fe ty .  Regulat ions adopted t o  c a r r y  o u t  s t a tu tes '  

and Execut ive Orders which p r o h i b i t  d i s c r i r i i n a t i o n  may n o t  be Naived o r  

nod i  f i ed .  

En te rp r i se  Zones present  2 x c i t i n g  o p p o r t u n i t i e s  t o  r e v i t a l  i z e  

d i s t r essed  areas throughout the  i - lat ion and t o  c rea te  o r  r e t a i n  j o b s  where 

they a re  ,nos t  needed. 

Urban Development Ac t i on  Grants 

Under t h i s  Adm in i s t r a t i on ,  t h e  Urban Development Ac t ion  Grant ( I J D A G )  

prograin w s  ref0:::Jsed toward i t s  o r i g i n a l  s t a ted  purpos+-s t inu l  a t i n g  

economic development and c r e a t i n g  j o b s  i n  d i s t r esszd  arzas. T $ i s  prograin 



recovery. The UDAG program is a good example of a Federal program t h a t  

embodies a number of the key components of the Administration's urban 

policy: 

sector control and discretion, and complements private' sector efforts.  

It i s  targeted t o  distressed areas, and i t  results in permanent j o b  

creation t h r o u g h  business investment. 

the program seeks t o  maximize local government and private 

The Administration sharpened the program's focus on economic 

development by directing t h a t  project selections place a greater 

emphasis on j o b  creation a n d  fiscal benefit. 

Over the l a s t  three years, 1,254 projects i n v o l v i n g  $1.731 million 

of action g r a n t  funds received preliminary application approval, w i t h  

FY 1983 accounting for the largest number o f  projects (537) approved i n  

the six-year history of the program. These projects account fo r  208,930 

planned new permanent jobs and a projected $280 m i l l i o n  a d d i t i o n a l  a n n u a l  

t a x  benefits. 

In an attempt t o  make the U D A G  pro?ram more responsive t o  communities 

experiencing long-term h i g h  levels of unemployment, the Adrinistration 

added location i n  a Labor S u r p l u s  Area a s  a distress c r i t e r i o n  f o r  

establishing e l ig ib i l i ty .  

communities f o r  which specific a n d  re1 fable measures of structural 

unemployvent are no? a v a i l a b l e .  The chance qives one e l ip ib i l i ty  p o i n t  

t o  larGe c i t i e s  a n d  u r b a n  counties t h a t  are desiyatad as Labor  S u r p l u s  

This change was particularly aimed a t  smaller 

d 



Areas ( L S A ' s )  by t h e  Deparhaent of Labor and one e l i g i b i l i t y  p o i n t  t o  

smal l  c i t i e s  i f  t he  county o r  county ba lance i n  which they a r e  l o c a t e d  i s  

a designated LSA. 

r a t s  exceeds 120 percen t  o f  the nat iona l  average unemployment r a t s  over  

An area rece ives  an LSA des igna t ion  i f  i t s  unemployment 

t h e  p rev ious  two years. 

Th i s  a c t i o n  makes 14 more l a r g e  c i t i e s  and urban coun t ies  

approxi inately 1,800 more small c i t i e s  e l i g i b l e  to p a r t i c i p a t e .  

UDAG program. 

and 

n the  

The A d n i n i s t r a t i o n  a lso  i n i t i a t e d  a concer ted e f f o r t  t o  increase the  

p a r t i c i p a t i o n  o f  sinall c i t i e s  i n  t he  UOAG program. These e f f o r t s  i nvo l ved  - 
a v a r i e t y  o f  outreach a c t i v i t i e s  by HUD F i e l d  O f f i c e s  designed t o  i n f o rm  

l o c a l  government o f f i c i a l s  about how a c t i o n  g ran ts  can be used; they a l s o  

funded p r i v a t e  c o n t r a c t o r s p  such as Halcyon, t h e  Mexican-Anerican Research 

Center, the  EJational Oevelopnent Council  the  Nat iona l  Assoc ia t ion o f  

S ta te  Development Agencies, and Mcllarius Associates,  who conduct workshops 

and g i ve  techn ica l  dss i  stance i n  prepar ing appl i c a t i o n s  t o  a number o f  

i n d i v i d u a l  coinmunities. 

The combinat ion o f  these outreach a c t i v i t i e s  cont . r ibuted t o  a record  

nuiiiber o f  new a p j l i c a t i o n s  fro17 small c i t i e s  Far cons idera t ion  i n  t h e  

fou r  coiilpeti t i v e  fund ing rounds o f  FY 1983. For  these rounds, small 

c i t i e s  subirli t t e d  s l  i g h t l y  more than 600 new UDAG app1 i c a t i o n s  as compared 

t o  j u s t  over  .350 dur ing  the four  FY 1382 rounds. T i e  t o t a l  qunber J f  

s:nall c i t y  appl i c 3 t i o n s  r e c e i v i n g  p r e l  i r i i nd r y  appl i c 3 t i o n  approval r o s e  
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from 117 d u r i n g  FY 1982 t o  233 in FY 1983, and the UDAG dollars f o r  

these announced projects increased from $66 million in FY 1982 to, $170 

million in FY 1983. As a consequence, the carryover of the small city 

set-aside declined by $36 million during FY 1983. 

Community Development Block Grants - 

The Community development Block Grant ( C D B C )  program i s  also playing a 

ksy role in helping c i t i e s  t o  adjust t o  their  changing economic situation. 

In 1983, the entitlement ?ortion of the CDBG program provided $2 .4  billion 

t o  central c i t i e s ,  suburban c i t i e s  w i t h  over 50,000 population, and  96 

large urban counties. 

highly targeted t o  distressed and needy ci t ies .  . I n  Fiscal Year 1984, the 

inost distressed 10 percent of c i t i e s  are projected t o  receive 3.7 times 

more i n  per capita f u n d i n g  than the ledst distressed 10 percent. 

A' recent HUD study showed t h a t  CDBG funds are 

The Ad;iiinistration has increased the  economic development emphasis o f  

the CDBG program by adding the direct support o f  for-profit organizations 

as  dn eligible activity.  

approaches n o t  previously available. I n  addition, the Adriinistration has 

restored decisionmaking authority t o  loca l  governments by substantially 

reducing prograin regulations and replacing a detailed a p p l  i c a t i o n  process 

w i t h  a statement of  proposed uses. 

This a c t i o n  stimulated a variety o f  i n n o v a t i v e  

T h i  q u a l i t y  o f  l i f e  i n  a city i s  increasingly recognized as an 

inportaiit (kterriindnt o f  firm relocation decisions. A ,najor concern o f  



n o t  the candidate c i t y  w i l l  be a t t r a c t i v e  enough f o r  I t s  w h i t e - c o l l a r  

employees. 

r e h a b i l i t a t e  d e t e r i o r a t e d  neighborhoods i s  an i n t e g r a l  p a r t  o f  a c i t y ' s  

Fo r  t h i s  reason, use o f  CDBG funds t o  reduce cpime and 

economic development program. . 

The combinat ion o f  reduced r e s t r i c t i o n s  on 

business, g rea te r  f l e x i b i l i t y  i n  a c t i v i t y  l o c a t  

dea 

on , 

i n g  w i t h  p r i v a t e .  

and genera l l y  broader 

cho ice has r e s u l t e d  i n  aore in i i ova t i ve  approaches t o  econooic devel'opment 

w i t h  CDBG funds. 

development a c t i v i . t i e s  f o r  the  f i r s t  t ime by p r o v i d i n g  publ i c  i inproveiwnts 

i n  t h e  c i t y ' s  'newly c rea ted  tax- increment f i nance  d i s t r i c t  and by supple- 

For  exa,;lple, tiouston has entered i n t o  CDBG econoiilic 

inen ti ng i t s  i n d u s t r i a l  revenue bond program. 

found t o  use CDBG funds as a base f o r  shor t- te rm loat i  prograins t o  t h e  

p r i v a t e  sec to r  t o  suppor t  economic development a c t i v i t i e s  and t o  f inance 

c l o s e l y  r e l a t e d  publ  i c  idproveisents. I n  A t l an ta ,  f o r  instance, loans 

prov ided p u b l i c  improvenenta f o r  a l a r g e  i n d u s t r i a l  park c u r r e n t l y  under 

Imag ina t i ve  ways a re  be ing 

developnient. I n  Cleveland, a r e v o l v i n g  l oan  fund a ided r e v i t a l i z a t i o n  

o f  a former warehouse d i s t r i c t  by f i nanc ing  a c q u i s i t i o n  and renovat ion 

o f  vacant warehouse s t r uc tu res .  I n  Phoenix, f i nanc ing  o f  a lnajor dom7town. 

r e s i d e n t i d l  and o f f i c e  development 'das leveraged a t  b e t t e r  ti idn a 10 t o  1 

r a t i o  w i t h  a l o a n  from COBG funds. I n t e r i m  f i nanc ing  o f  cons t ruc t i on  i n  

economic development a c t i v i t i e s  was prov ided i n  Sea t t l  e .  
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CDBG-funded techn ica l  ass is tance  (TA) p r o j e c t s  he1 p S t a t e  and 1 ocal  

governments through d isssn i inat ion of i n f o rma t i on  on successful  community 

and economic development p r o j e c t s  and through d i r e c t  p r o v i s i o n  o f  assistance. 

i4early $20 m i l l i o n  was a l l o c a t e d  f o r  t h i s  purpose i n  FY 1983. 

p r o j e c t s  p rov ide  ass is tance t o  c i t i e s  w i t h  s i g n i f i c a n t  m i n o r i t y  popu la t ions  

t o  develop and manage CDBG p r o j e c t s  t h a t  b e n e f i t  m i n o r i t i e s .  

Development Counci l  i s  now working w i t h  Governors i n  40 S ta tes  t o  e s t a b l i s h  

Small 3usiness Revi t a l  i z a t i o n  Corporat ions t o  increase t he  a v a i l a b i l i t y  o f  

p r i v a t e  f i nanc ing  t o  smal l-  and medium-sized businesses and t o  achieve , . 

CDBG and UDAG economic development goals. 

in teragency agreement w i  t h  the  Small Business Adm in i s t r a t i on  ( S E A )  t o  

Some.TA 

The Nat iona l  

HUD has entered i n t o  an 

promote i nnova t i ve  use of CDBG, SBA, and o the r  p u b l i c  and p r i v a t e  

resources i n  economic development p ro j ec t s .  As o f  February 1984, 1,189 

businesses w i t h  $1.7 b i l l i o n  i n  l oan  requests were i n  process under the 

program. O f  these, 536 businesses had rece i ved ' l oan  approvals o f  $741 

m i  11 ion.  The approved p r o j e c t s  w i  11 support  approx 

Other g ro j ec t s ,  t o o  numerous t o  mention, focus upon 

low- dnd inoderdt+incor,ie housing developtnent, 1 i : iks  

d2vel oprnent drld empl oymen t programs, i rlvol vement o f  

za t i ons  i n  t he  p r o v i s i o n  o f  munic ipa l  serv ices,  and 

dc3vel oprnen t dc ti v i ti es  . 
I 

n a t e l y  30,000 jobs.  '. I 

energy conservat ion,  

between economic 

neighborhood organ i - 
re1 ated community 
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Small Cities CDBG - P r o E m  --- 

As part o f  i t s  Federalism ini t ia t ixes ,  the Administration requested that 

Congress give States the option of running the CDBG Small Cities program. 

T h i s  program distributed $1.0 billion t o  smaller communities (below 

50,000 population) in Fiscal Year 1983. Thirty-six States and Puerto 

R i c o  undertook the program in i t s  f i r s t  year; 46 States d i d  so in the 

following year. They were free t o  design and organize the program as 

they chose within the three broad national objectives of the CDBG program. 

Transfer of the program t o  State adninistration has been very 

successful. States have chosen their own objectives, designed their own 

programs, and selected grantees--all within a relatively short period o f  

time. Generally, 1 ocal governments Mere significantly involved i n  design 

of  their  State 's  program and have responded positively t o  i t s  imp1 ementation 

and  outcomes, comparing i t  favorably t o  the prior HUD-run program a long  

several dirnensions. 

3ne of the clear differences between the program as administered by 

State o f f i c i a l s  and the program as previously adiiinistered by i l U D  has 

been t h e  incrdased a t t e n t i o n  t o  economic devel optnen t projects. 

ned State-adninistered Sinall Cities Program, 44 o f  the 47 S t a t e s  

administering the Small Cities Program designated economic development as 

a priority area f o r  f u n d i n g  i n  FY 1983. 

thl: f u n d s  awarded t o  small c i t i e s  by H U D  were for econor i ic  ilevelopinent. 

i n  fiscal years 1932 and  1953 under the revised program designed by Sta t ,?  

IJnder the  

I n  1981, only  four  percent o f  
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i n  FY 1983; and i4inority Ent2rprise h a l l  
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I 

agencias i n  consul tation with local of f ic ia l s ,  t h P  funding fo r  economic 

.development projects increased more t h a n  three-fold t o  14 percent and 

15 percent respectively. 

corninunities t h a t  had received l i t t l e  prior assistance from HUD. 

Furthermore, these funds are reaching into 

For 

example, in FY 1983, more-than one-half of these funds have been granted 

t o  very small communities w i t h  1 ess t h a n  10,000 popul ation and 53 percent 

t o  c i t i e s  w i t h  less than '25,c)OO population. 

Small Business Financial and Management Assistance - --. 

The Small 3usinpss Administration offers bo th  financial and  management 

assistance t o  small businesses. In i t s  most coiirnon form o f  Financial 

as.sistance, SBA guarantees loans made by private lenders, thereby reducing 

thgir risk. In F.Y 1983, SBA guaranteed over 17,000 loans for a t o t a l  o f  

92.6 bill ion. 

t o  o b t a i n  private o r  SBA-guaranteed financing. In  FY 1383 SBA made over 

2,000 direct loans For a t o t a l  o f  S150.7 million. 

I t  also makes direct loans t o  applicants who are unable 

S B A  finances 

loans. These inc 

investment enti t i es  specializing i n  small business 

ude 360 Small Business Investment Companies (SSIC's) 

7 m i l l i o n  t o  small businssses i n  over 2,530 i i h i c h  provided a t o t a l  o f  5397 

separate busingss transactions 

Business Investment Companies 

assistance t o  small finns owned and operated by socially or economically 

. disddvantaged persons i n  business, a n d  w h i c h  provided 553.9  m i l l i o n  i:i 

313 separat? financings i n  FY 1933. Another too l  used by % A  t o  promte 
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economic development, create johs, and increase the involvenent o f  

private lenders i n  regional and local economic development projects i s  

the Certified Development Program. T h i s  program provided $296 mil 1 i o n  
. .  

i n  guarantees t o  Certified Development Corporations (CDC's) 'and S t a t e  

and local governments i n  over 1,400 transactions i n  PY 1983. 

SBA also provides management assistance t o  small f i n s  or t o  

Twenty-six Small individuals wishing t o  s t a r t  their  own businesses. 

Business Development Centers (SBDC's 

insti tutions t o  a s s i s t ,  t r a i n ,  and counsel small business owners. Other 

operate i n  conj-unction w i t h  academic 

on management assistance programs make the adv 

students and  faculty and retired and actfPe 

small bu si  nesses 

ce o f  business admi n i  s t r a t  

executives available t o .  

In other ac t iv i t ies ,  SBA assis ts  i n  directing Federal prime contracts 

a n d  subcontracts t o  small business, either by government or p r i v a t e  

contractors. 

produce partnerships t h a t  benefit the small business community. P.11 o f  

these act ivi t ies  recognize the cr i t ical  importance of  small businesses in 

the Nati on ' s economy a n d  i n  cormuni t y  a n d  economic devel opment. 

I t  i s  also working w i t h  public and  private resources t o  

J o b  Training Partnership Act of 1982 

The Job  T r a i n i n g  Partnership Act ( JTPA)  replaces the Comprehensive 

Employment a n d  T r a i n i n g  Act ( C E T A )  Program a n d  includes a number of  

Administration ini t ia t ives  t h a t  encouraae business a n d  S t a t e  a n d  l o c a l  
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governments t o  work together t o  t r a i n  d i  sadvantaged and di sl ocated workers. 

I t  contains a number of innovative features that will lead t o  more effective 

training for unelilployed workers. 

Under JTPA, general Federal assistance t o  States fo r  training has 

been consolidated i n t o  a block g ran t  of $1.9 bi l l ion,  and States and local 

areas are given discretiqn t o  use t h 2  resources t o  address their  aost 

pressing t r a i n i n g  and employment problems. Directing resources t o  States 

pennits increased coordination w i t h  other programs, such as vocational 

and adul t education, which are a1 ready the responsibil i t y  o f  S t a t 2  

governinents. A l t h o u g h  few r2strictions are included i n  the Act, 70 

percent of the g r a n t  amount must be used for t r a i n i n g .  

average o f  only 18 percent o f  Federal t r a i n i n g  a i d  went f o r  t r a i n i n g ,  

In th; past, an 

w i t h  the remainder being spent on income transfers,  administration, and 

various support services. 

Under JTPA, States designate local service del ivery arr?as (SDA) 

w i t h  populations o f  200,003 or more. 

Industry Council ( P I C )  , which comprises business, government, education, 

labor, and other loca l  representatives, t o  design and implement training 

programs for the disadvantaged. U n l  ike earl ier training programs, bus iness  

representatives are equal partners w i t h  loca l  governments i n  operating 

local t r a i n i n g  programs. Cooperation o f  the private sector will ensure ' 

t h a t  disadvdntaged people are trained f o r  real j obs .  

Each S D A  inust establish a Private 



assist d i s l o c a t e d  workers who a r e  u n l i k e l y  t o  return t o  their previous  

j o b s  OP occupat ions .  Such workers can be helped i n t o  new fields of  

endeavor through i d e n t i f i c a t i o n  o f  a1 t e r n a t i v e  occupa t ions  t h a t  - f i t  the i r  !I 
s k i l l s ,  t r a i n i n g  i n  new ski l l s  f o r  which demand exceeds supply ,  a s s i s t a n c e  

i n  f i n d i n g  s u i t a b l e  new j o b s ,  and paynent o f  the c o s t s  o f  a worker ' s  move 
~ 

to a new l o c a t i o n  f o r  a job.  

proposal l a s t  y e a r ,  $233 m i l l i o n  i s  now a v a i l a b l e  i n  1984 t o  provide  

a s s i s t a n c e  t o  approximately 96,000 d i s l o c a t e d  workers. 

o f  Federal  r e sources  i s  r e q u i r e d  f o r  most o f  these g r a n t s .  

As a result o f  the  A d m i n i s t r a t i o n ' s  budget 

A S t a t e  match 

The A d n i n i s t r a t i o n ' s  e f f o r t s  t o  d e c e n t r a l i z e  a u t h o r i t y  i n  ma jo r  

urban a i d  programs from t h e  Federal  Goverrnnent t o  S t a t e  governments i s  

r e f l e c t e d  i n  the new r o l e s  t h a t  S t a t e s  a r e  now p lay ing  i n  the CDBG and 

j o b  t r a i n i n g  programs. 

Youth Empl oyment P rograms -- 

About 40 p e r c e n t  o f  block g r a n t  funds under the Job  Tra in ing  P a r t n e r s h i p  i 
must .be spent on econoisical l y  disadvantaged youth  betdeen the ages of 

15 and 21.  I n  a d d i t i o n ,  S t a t e s  r e c e i v e  g r a n t s  to  o p e r a t a  simmer youth 

I 

ernploytilent and t r a i n i n g  programs. I n  FY 1984, $725 m i l l i o n  i s  provided 

t o  employ about  718,000 economical ly- disadvantaged youth  between the  

ages of 14 and 21 .  

T;vo oth-lr programs w i t h  the a i l  o f  reduc i i i j  youth employment a r ?  

the Job  Cor?s and the Targ2ted Lobs Tax C r e d i t .  The ,Job Corps s2rves 



economically disadvantaged youth i n  a residential  se t t ing.  Under the 

program, a national system of 107 residential centers i n  43 Sta tes  

provides basic education, vocational t r a i n i n g ,  counseling, health care,  

and similar  services t o  disadvantaged ydung men and women between the 

ages o f  16 and 21 to prepare t h e m  fo r  jobs and responsible ci t izenship.  

Enrollees may stay i n  the Job Corps as long as two years;  a t  the end o f  

t h e i r  s t ay ,  they a re  given assistance i n  finding a j o b .  The 107 centers 

have a capacity o f  about 40,000, b u t  can serve a b o u t  twice t h a t  number 

each yea r ,  as the average length of  s tay  i s  about s i x  months. 

The Targeted Jobs Tax Credit (TJTC) i s  available to  private employers 

who hire  employees from targeted groups. Employers receive a c r ed i t  o f  

50 percent o f  f i r s t- year  wages up to $6,000 per employee and  25  percent 

of second-year wages u p  to $6,000. This means a maximum allowable c r e d i t  

of 53,000 per employee fo r  the f i r s t  year and 51 ,500 f o r  the second. 

The targeted groups include youth between the ages of 18 a n d  2 4  from 

economically disadvantaged families;  a lmos t  260,000 were ce r t i f i ed  f o r  

the c red i t  and  found j o b s  i n  FY 1983. Also served are  you th  between 

the aqes of 16 ark! 19 from econcnical l y  disadvantaged f a m i l  i es who 

part icioate ' i n  a qualif ied cooperative education ( i  . e . ,  work-study) 

program. (Other TJTC targeted groups include recipients o f  Suoplenental 

Security Incane, Aid to  families W i t h  Dependent Children, a n d  State a n d  

1 ocal general assistance,  handicapped persons, fe lons ,  a n d  economical l y  

.disadvantaged Vietnam-era veterans .) 

d 



The m d j o r  task now i s  t o  remove governinent-imposed b a r r i e r s  which 

p reven t  you th  froin g e t t i n g  needed work experience. 

u rg i ng  Congress t o  enact  a Youth Employment Oppor tun i ty  Wage ( 75  percent  

The P m s i d e n t  i s  

o f  the r e g u l a r  minimum wage) which w i l l  enable employers t o  expand j o b  

o p p o r t u n i t i e s  f o r  youth.  

Under a nzw Summer Youth TJTC program, a c r e d i t  o f  35 percen t  o f  IJP 

t o  $3,000 i n  wages i s  p a i d  t o  employers who h i r e  econon ica l l y  disadvantaged 

you th  who are  16 o r  17 yea rs  o l d  f o r  summer jobs. In FY 1983, t h e  f i r s t  

year  o f  t h i s  program, over  33,500 youths were c e r t i f i e d  f o r  t h e  c r e d i t  

and found jobs.  

.The M i n o r i t y  Youth T r a i n i n g  I n i t i a t i v e  (MYTI) i s  B demonstration 

program developed by t he  aepar tnent  o f  H o s i n g  and .Urban Development t o  

make c r e a t i v e  use o f  t he  o p p o r t u n i t i e s  prov ided through the Job T r a i n i n g  

Par tnersh ip  Act. MYTI i s  in tended t o  coord ina te  j o b  t r a i n i n g ,  o p p o r t u n i t i e s  

p rov ided  through HUD-assist2d proyrains v r i  t h  JTPA funds a v a i l  ab l?  t o  l o c a l  

colilmuni t i e s .  F l inor i  t y  y9lJth i n  20 c i  t i e s  w i l l  be prov ided N i  t h  t r a i n i n g  

i n  housing inanagemerit .ind maintenance. C i t i e s ,  working w i t h  t h e i r  P r i v a t e  

I ndus t r y  Counc i ls  es tab l i shed  

housi ng au t l i o r i  t i  cfs, ar;? devel o p i  i g  prograins drld c u r r i c u l  u3s i n l iousi qg 

under the JT?A and vf i th t h e i r  p u b l i c  

rnanagelqen t and iliai ntenance 

markets. HUD has prov ided 

A s s i  stance 2rogrdri t o  each 

3n.i  has pr3v ided techn ica l  

d t tuned t o  the  n2eds o f  t h e i r  l o c a l  j o b  

funds under t he  Comprehensive Improvement 

J f  the p d r t i c i p a t i n g  pub1 i c  housing ad t i i a r i  t i e s ,  

ass is tance through d nat iona l  con t rdc t3 r .  

, 
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STATE .AN0 LOCAL ECON01/1IC DEVELOPPIENT EFFOaTS i 
State  Governments and Lacal Economic Development 

S ta te  governments have tradit ional  ly  been involved i n  many economic 

development programs, including manpower training,  promotion o f  industrial 

growth,  international trade development, and minority business development. 

Recently, they have begun to play a eden greater  ro l s  in the developinent 

of policies t o  a l l ev ia te  local economic dis t ress .  State-adninistered 

programs t o  encouraye privatz investment increased dramati cal ly d u r i n g  

the l a t t e r  h a 1  F o f  the 1 3 7 0 ' ~ . ~ ~  :*lore important, these State program 

were often designed w i t h  the help and suppor t  o f  c i t y  o f f i c i a l s .  

State governinents have used several creative tzchniques and innovative 

programs to  stimulate development i n  urban areas,  including: 1) incentives 

t o  business development ( s . g . ,  industr ial  revenue bonds,  d i rec t  loans, 

land banking, and t r a in ing) ;  2 )  building local capacity (e.g., technical 

dssistdnce, t a x  increment financing, and econolaic development corporations), 

and 3 )  coordinating Sta te  development (e .g . ,  targeted capital investiients 

and business o.abuds;nan proyrms) . 
Jf identifying thz S t a t e ' s  or c i t y ' s  coirlpe.titive advarltages before deciding 

on d ?ar t i cu la r  9olicy. 

chasing" approach t o  developinent and ,  instead, encouraging ths kinds of  

States are  a1 so recoynizi n y  t?e importdnce 

They are beginning t o  avgid the "snokestack 

businesses t h a t  a re  l ikely  t o  benefi t  frotn u r b a n  locations. 

Xarely have  S t a t , ?  and  1 ocal  governisen t s  e;<psri,ien ted $vi t h  such a 

diversi ty o f  incentives d s  they J r ?  now d 3 i n g  through t:ieir Enterpris? 



Zone programs.14 For instance, Connecticut's Entsrprise Zone l eg i s la t ion ,  

designating six development zones, provides fo r  such innovative features 

as  a venture capital  loan fund fo r  small businesses, a sa les  tax exemption 

fo r  the purchase of spare o r  replacement par ts ,  a 50 percent S ta te  

corporate income tax c r ed i t ,  and. empl oyment t ra in ing vouchers. Mary1 and 

provides loan guarantees from a Venture Capital Guarantee Fund,  and F1 orida 

provide loans and g r a n t s  t o  CDC's i n  State Enterprisa Zones. 

some 400 potential zones i n  the Sta te ,  Louisiana p r o v i d e s  exemptions 

from Sta te  income, sa les ,  and franchise taxes fo r  purchase of p l a n t  and  

Also, w i t h i n  

equipment; and Ohio  provides  sales tax ,exe4mptims and pemi ts  property 

t a x  abatecnent.15 

Competitive Advantages o f  Urban -- Areas 
--I--- 

zecogniring tha t  transformation of u rban  economies i s  1 ikely t o  continue, 

and  possibly accelerate,  d u r i n g  the 1980's, local o f f i c i a l s  and coliiinunity 

leaders are interested i n  identifying types of businesses l ikely  t 3  . f i n d  

the i r  c i t i e s  prof i table  places t o  l'ocate. 

econornies t o  identify competitive advantages as a basis fo r  the i r  econoinic 

development strategies.16 

recently cooperated w i t h  p r iva te  sector and coinrnuni ty  groups i n  a process 

o f  debate and  education designed t o  promote informed pol ici;2s concerning 

P h i l  adel phials future. 

w h i c h  was called " P h i l  ad21 p h i a :  Past,  Pwsent,  and Fijture"--focused on 

on hod the n a t i o n a l  s h i f t  toward services h a s  a f f x t e d  the f u t u r e  prospects 

They are reassessing their  

F o r  instance, the C i t y  o f  P h i l a d e l p h i a  

The  economic devel opment coinponent o f  t h a t  project-- 
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I of Philadelphia's econocly and, in t h a t  context, what local deve opnent 

strategies were appropriate. The Cleveland Foundat ion  was the primary , ' 

sponsor of a similar study o f  Cleveland's economy. 

past trends in Cleveland's industries t o  determine which were competitive 

enough t o  emphasize i n  the future.". 

That study analyzed 

Need f o r  F1 exi b i  1 i t y  -- 
Several characteristics of recent efforts by c i t i e s  t o  develop strong 

economic development policies show clearly why the Administration has 

emphasized g i v i n g  1 ocal governments ,naximum f reedoin t o  respond t o  their 

own diverse needs and opportunities.. Firs t ,  i t  i s  clear t h a t  no single 

"grand" strategy w i  11  be successful i n  today' s urban economy. Compared 

w i t h  t r a d i t i o n a l  industrial development strategies t h a t  focused on 

. attracting and retaining large factories, local strategies i n  today's 

service-based econoiny are concerned i i i t h  a much wider and more .complex 

range o f  opportunities, from encouraging growth  i n  specidl t y  retail  

shops t o  t r a i n i n g  a labor force suitable f o r  office services and h i g h -  

technology manufacturing. There i s  no single strategy for proinoting 

, these different types o f  act ivi t ies .  

i4ormver, g i v e n  t h e  rapid pace of technological chdnge ,ind the'hijh 

m o b i l i t y  of capital i n  today's economy, c i t i e s  are undergoing  a continuous 

process of adjustment t o  change. 

w i l l  ease these adjustments o f t e n  requires emphasizing a diffwent s s t  o f  

f ~ c t o r s  t h a n  was e:nphasized durinj the ear l ier  industrial era. F o r  

Developing a long-tenn strategy t h a t  
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instance, the quality of l i f e  i n  a city- rather than a location near 

natural resources-appears increasingly important in attracting new 

white-collar, office industries.18 Baltimore, for example, attracted 

' 

office industries by improving i t s  re tai l  and commercial trades sectors. 

A high-quality labor force will ease the adjustment t o  technological 

changes. Educational systems, especially colleges and universities, 

play ever-growing roles i n  local developwent strategies as sources of 

. entrepreneurs and ski1 led workers. Essentially , the transformation 

toward office and other knowledge-intensive act ivi t ies  reans t h a t  local 

development policies are becoming more oriented toward attracting and  

t r a i n i n g  people. 

Some c i t i e s  are anticipating the future needs of their  service 

industries by strengthening telecommunications fac i l i t ies .  

New York City i s  promoting an economic development project on Staten 

Island called Teleport, i n  conjunct ion w i t h  the P o r t  Authority o f  

New York and New Jersey, Merril.l Lynch, the Western Union Telegraph 

Company, and other private-sector firms. This 10-year, 3300-mill ion,  

public-private effor t  will  serve the region's information industry and  

retain businesses and jobs. 

park t o  house "back office" (e.g. ,  computer-related clerical 1 operations 

a n d  an advanced telecommunications network employing fiber optics a n d  

For example, 

The project includes development o f  an  office 

sate1 l i t e  technologies f o r  intraregional and long-distance communications .I9 

Another tcleport i s  under construction i n  t h e  San Francisco area b y  a 

private developer. In  Colunbus, Ohio, two computer d a t a  banks a n d  C h i o  
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State 'Jniversity plan t o  spend $4 million on d teleport airned a t  the 

ared's high-technology industries.20 Developers i n  Dallas, Chicago, and  

several smaller c i t i e s  already have plans or projects underway for  smaller 

scale effor ts  t o  1 ink real estate developments and advanced telecomnuni- 

cations.21 Projects such as these are providing c i t i e s  w i t h  the infra- 

structure needed t o  a t t r ac t  

act ivi t ies .  

Another charac tsri s t i c  

attention paid t o  small bus 

and retain communication-based economic 

o f  recent local strategies i s  the increasing 

nesses. I n  the past, c i t i e s  have often used 

t h i r  econolilic development funds t o  dt t ract  ldrge factories froln other 

States. However, recent research has shown t h a t  p l a n t  relocations by 

large f i n s  account f o r  only a small proportion of employment change. 

Furthermore, inters tate  p1 a n t  relocations are influenced more by overall 

demand (e .g. ,  market potential) and slipply (e.g. ,  waqe rates and unions) 

than by factors (e.g. ,  local taxes) under the control o f  local  off ic ials .  

I n  contrdst, the b i r t h  and expansion of small businesses account fr3r d 

major p o r t i o n  o f  local einployiaent changes and can be influenced by l o c a l  

pol icies.** Therefore, 1 ocal officials are concentrating on the retention I 

.. o f  existing f i r m  and grclinotion of small businesses headed by l o c a l  

entrepreneurs. Exa!npl es o f  such PO 

provide space for expansion, financ 

and  "one-stop shopping" programs t o  

dssx ia t rd  w i t h  l o c a l  regul dtions. 

icies inc lude  l a n d  assembly t o  , 

a1 assistdnce for startup firms, 

ease the red tape and burden 
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The conclusion t h a t  the in te r s ta te  migration o f  business has 
re la t ively  1 i t t l e  impact on regional employment changes has recently 
been questioned by some researchers. Harrison and  Bluestone, op .  
- tit., argue t h a t  s h i f t s  o f  capital-- rather t h a n  the physical 
movement o.f establ ishRents--by large, mu1 t i e s tab l  ishinent 
corporations a n d  congcnerates have played a n  important role i n  
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Chapter IV 

URBAN SOCIAL CONDITIOEJS 

This chapter summarizes Fecent demographic trends affecting the 

economic .and social we1 1-being of  u r b a n  residents. 

taken by the Administration t o  achieve the following Goals: 

I t  describes steps 

to target 

d 

assistance to needy households, t o  give State and local governments 

greater f l  exibili ty i n meeting human service needs, to  improve the quality 

of education, and t o  reduce crime and improve law enforcement. I- 

i 

Poverty, crime and lack o f  education are three interrelated problems 

of u r b a n  areas. Lack of education leads t o  lower incomes, a n d  the  urban i 

poor are hardest h i t  by crime. This chapter assess'es, wherever possible, 

the .impact o f  the Administration's actions 'on States and local i t ies  and  

also discusses State and local init iatives i n  the areas o f  social services, 

education, and  crime prevention. 

RECENT DEMOGRAPH IC T!?EI.IDS 

T o  the extent t h a t  demographic trends can be updated since 1982, t h e y  

indicate t h a t  the basic patterns recorded i n  the 1982 Na t iona l  Urban 

Pol icy Report have continued. P o p u l a t i o n  movements a re  generally 

to  the S o u t h  and !Jest, a n d  from central c i t ies  t o  suburbs -and non- 

me tropol  i t a n  areas. The f o l l  owi ng i tems update p o p u l a t i o n  trends reported 

i n  the 1982 N a t i o n a l  Urban Po l icy  Report: 
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T h e  N a t i o n ' s  oooulation i s  increasina i n  the 1980's a t  
rates comparable t o  the 1970's.  U.S. population totaled 
232 million i n  1982, abou t  2.2 percent more than I n  1980. 

Immigration continued t o  decline i n  1982. 
immigration to the U n i t e d  S ta tes  d u r i n g  1982 was 280,000 
cmpared w i t h  520,000 i n  1981 and 654,000 i n  1980. 
The higher levels  o f  net c i v i l i a n  immigration d u r i n g  
1980 reflected the large numbers of Cuban, H a i t i a n ,  a n d  
Indochinese refugees admitted, d u r i n g  1981 a substantial  
number of Indochinese were admitted, b u t  the flow of 
Cubans and Haitians had v i r tual ly  stopped. 

Net c iv i l i an  

' 

The most rapidly growing region i n  the period from 1980 
to  1982 was the West ( 4 . 3  percent) followed closely by 
the South (3.7 percent).  Three States--Cal i f o r n i a ,  
Texas, and Florida--accounted f o r  well over half of 

The mast raoidlv arowina reaion i n  the Deriod from 1980 
-I- - _ I  .I - 4 4 - _ _  - 

to  1982 was the West ( 4 . 3  percent) followed closely by 
the South (3.7 percent).  Three States--Cal i f o r n i a ,  
Texas, and Florida--accounted f o r  well over half of 
the estimated population growth.  We1 1 below the n a t i o n a l  
average of ra te  of growth were the Northeast (0 .7  percent) 
and the North Central region (0.1 percent).  Ohio, I n d i a n a ,  
Missouri , West V i r g i n i a  and Michigan al l  1 os t  population 
i n  the early 1980's. 

The U . S .  i n  the 1980's continues t o  be largely a metro- 
politan Nation w i t h  the b u l k  o f  population growth  
concentrated in the suburbs. Some t w o- t h i r d s  o f  the 
national p o p u l a t i o n  growth of the 1970's occurred i n  
metropolitan areas, b u t  alnost exclusively outside o f  
central ci  t i e s  . 

The 10 f a s t e s t  growing  metropolitan areas f o r  the 1970 's  
were a.11 located i n  the West or S o u t h .  Sove 29 metropolitan 
areas declined i n  population d u r i n q  the 1970 ' s .  . A l l  
b u t  one of  these were i n  the lortheast  or ? l o r t h  Central 
s t a tes .  Those metrooolitan areas wit? p o p u l a t i o n  loss 
i n  the 1970's include sane of the laroest  ones--:jew York, 
Rostot7, Philadelphia, S u f f a l o ,  P i  ttshurgh, Cleveland, 
Oetroit,  Milwaukee, and S t .  Louis--generally older 
i n d u s t r i a l  c i t i e s  undergoing structural  change. 

Nonnetropol i t a n  population growth i s  continuing i n  the 
1 9 8 0 ' s .  A f t e r  saial l  declines d u r i n q  t3e 19511's and 
1?63's, the n o n w t r o p o l i t a n  n o p u l a t i o n  i n  the U.S.  
increased fro17 53 .5  v i l l i o n  i n  1370 t o  53 .5  n i l l i o n  i n  
1980, the laryost  nurlierical increase since the 1870's .  



. .  

T h i s  movement t o  nonrnetropolitan areas does not r e f l e c t  
a return t o  the farm. 
declined by 25 percent and i n  1980 numbered about six 

Farm population dur ing  the decade 

million persons. . .  

Metropolitan residents continued t o  decentralize i n  the 
early 1980's, gradually moving away from densely-inhabited 
central c i t i e s  in to  suburbs and nonmetropolitan areas. 

I N C O N  AND POVERTY 

Widening Central C i  ty-Suburban Income Differentials  

Between 1970 and 1982, income d i f fe ren t ia l s  between central c i ty  and 

suburban  residents continued t o  grow.1 The median income of  central 

c i ty  families fe l l  from 99 percent of the 1970 naiional median income 

t o  93 percent of the 1982 f igure,  while the median income of suburban 

families remained s table  a t  a b o u t  115 percent of the national median. 

The divergence of central c i ty  and suburban incomes was the larges t  

i n  central c i t i e s  o f  1 arge inetropol i t a n  areas ( those w i  t h  populations over 

one million) where median family income f e l l  from 101 percent o f  tile 

1Y70 n a t i o n a l  median t o  90 percent o f  the 1982 figure. Widening central 

c i  ty-suburban income d i  f ferent ia l  s can have serious consequences fo r  tile 

social a n d  economic well-being o f  urban  residents. Central c i t i e s  

experiencing declincls i n  family income re la t ive  t o  the i r  suburbs have 

re la t ively  l ess  capacity t o  ra ise  revenues and meet service needs of  

the i r  residents--or o f  potential employers. Iocotiie declines flake i t  

m r e  d i f f i c u l t  f o r  them t o  retairi  middle-incorlie residents ana  t!, ic+rove 

. I  
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t he  I ong-run ecoriolliic prospects  o f  t h e i r  1 ow-incolx! househol ds through 

einpi oyment grorJth. 

I n  t h e  same per iod,  however, i n  bo th  c e n t r a l  c i t i e s  and suburbs, 

b lack  male-headed f a m i l i e s  made subs tan t i a l  ga ins i n  median income 

I n  c e n t r a l  c i t i e s ,  t h e i r  income improved from 83 percent  t IV-1).  

1970 na t i ona l  median t o  91 percent  o f  t he  1962 na t i ona l  raedian, 
~ 

(Exhib 

o f  t he  

r r h i l e  

t o  104 

growth 

n suburbs, i t  improved from 33 percent  o f  t he  1970 na t i ona l  median 

percent  o f  t h e  1382 nledian. 

o f  two-income fam i l i e s  and i r i  p a r t  t o  r a p i d  increases i n  educat ional  

These gains a re  due l a r g e l y  t o  t h e  

a t ta inment  l ead ing  t o  iaproved employment oppo r t un i t i e s .  

and 1982, income d i f f e rences  between b lacks l i v i n g  i n  c e n t r a l  c i t i e s  and 

suburbs grew as more b lack  f a m i l i e s  beyan t o  l o c a t e  i n  t he  suburbs. 

Between 1970 

Decl ines i n  c e n t r a l  c i t y  f am i l y  tliedian income appear t o  be due i n  

p a r t  t o  t he  subs tan t i  a1 increase i n  femal e-headed fami 1 i es. Between 

1970. and 1982, t he  number o f  farni l  i e s  headed. by women nea r l y  doubled t o  

28 percer i t  i n  c e n t r a l  c i t i e s  and 17 percent i n ’ t h e  suburbs. I n  1982, 

52 percent  o f  a l l  b lack  c e n t r a l  c i t y  f a m i l i e s  and 39 percent  of a91 

b lack suburban f a n i l i e s  were headed by women. Female-headed f a m i l i e s  had 

incomes we l l  below the  na t i ona l  median f a m i l y  income. I n  c e n t r a l  c i t i e s ,  

t he  rnedian incoine o f  f a m i l i e s  headed by wh i te  doinen was 6 2  percent  o f  the 

na t i ona l  median w h i l e  t h a t  o f  f a m i l i e s  headed by b lack  and Hispanic Nolaen 

was about 37 percent  o f  the  na t i ona l  median. 



-99- 

EXHIBIT IV-7 

Family Median Income Relative to U.S. Median Family Income 
by Race, Sex, and Type of Jurisdiction, 1970 and 1982 

US. Median Family Income = 10Q7 

MaleHeaded Female-Headed 
Fam i I ies Families 

Central Central 
Cities Suburbs Cities Suburbs 

White 
111 122 61 67 1970 

1982 

1970 
1982 

113 117 62 74 

83 83 37 37 
. 91 - 104 37 47 

80 96 36 43 
82 94 36 45 

Black 

Spanish Origin 
v 1970 

. 1982 

- 
1. US. median family income was $14.755 in 1970 and $22,228 In 1982. 

Source: U.S. Bureau of the Census, "Social and Economlc Characteristrcs of the 
Metropolitan and Nonmelropolltan Populations. 1977 and 1970." Current Population 
Reporfs .  Special Studles. Series P.23. No. 75. November 1978, and unpublished corn. 
parable dales for 1982. 



Growth of Poverty i n  Metropolitan Areas 

In 1982, 34.4 million persons had incmes below the  poverty level .2 

Over 19.3 mi l l i on  lived i n  metropolitan areas--11.2 million in central 

c i t i e s  and 8.1 million i n  suburbs. Between 1970 and 1982, metropolitan 

areas' share o f  the poverty population increased from 56 t o  61 percent. 

.In central c i t i e s ,  the poverty rate ( the  percentage of residents wi . th  

si 

'~ 

' 

incomes below the poverty level) increased from 14.9 t o  18.0 percent, 

while i n  suburbs, i,t rose from 8.1 t o  8.9 percent (Exhibit % V - 2 ) .  The 

greatest increase occurred in the central c i t i e s  of large metropolitan 

areas where the poverty rate rose from 14.5 t o  19.6 percent. Yowever, 

the number o f  persons i n  poverty increased faster in the suburbs. 

Poverty rates take i n t o  account the receipt of cash assistance, 

such as Social Security and public assistance, b u t  n o t  noncash assistance 

in the form of food  stamps, other n u t r i t i o n  p r o g r a m ,  F'leclicaid, a n d  

housing suSsidies. Floncash assistance has increased rapidly i n  the l a s t  

decade. In 1382, more t h a n  70 o u t  of every 100 dollars i n  means-testzd 

assistance was noncash.3 I t  has been estinated t h a t  t a k i n g  i n t o  account 

the market Val ue o f  noncash assistance would reduce the poverty rate by 

a b o u t  one-third. The Bureau of the Census has estimated t h a t  the l??? 

n a t i o n a l  poverty rate would be reduced from 15.0 percent t o  10.0 p e r c e n t  

i f  noncash assistance were ~ o u n t e d . ~  

Trends i n  poverty rates must 3e distinguished from trenes i n  tl?? 

c m p o s i  t i o n  o f  the poverty p o p u l a t i o n .  Poverty rates h a v z  r e w i n e d  
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EXHIBIT IV-2 

Poverty Status by Type of Jurisdiction, 1970 and 1982 

All Metro Areas Large Metro Areas1 

Central Central 
Cities Suburbs Cities Suburbs 

Number of Persons with Income Below Poverty Level 
(in thousands) 

1970 9,247 5,976 5,049 2,985 
1982 11,237 8,119 6,353 4,350 

Percent Change 
1970-1982 + 22 + 36 + 26 + 46 

Percent of Persons with Income Below Poverty Level 

1970 14.9 8.1 14.8 6.6 . 
1982 18.0 8.9 19.6 7.9 

Difference Between 
1970 and 1982 + 3.1 + .8 . +4.8 + 1.3 

1. Metropolitan areas with populations of one million or more. 

Source: U.S. Bureau of the Census. “Social and Economic Characteristics of the 
Metropolitan and Nonmetropohtan Population. 1977 and 1970,” Current Population 
Reports Soecial Studies Series P 23 No 75 November 1978 and unpublished cornparaole 
data tor 1982 
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relatively steady for fanily households of different types (Exhibit I V - 3 ) .  

As d result of h i g h  rates of separation and divorce and unmarried mother- 

hood, however, households headed by women have increased rapidly i n  

number and now constitute a larger proport ion o f  poverty households. 

central c i t i e s ,  5.5 percent of a l l  white male and 10 percent of a l l  

black male family heads had incomes below the poverty level in 1982 

coinpared with 22 percent of a l l  vrhite female and 50 percent of a l l  black 

female family heads. Of the 2.4 million central city falnilies i n  poverty 

in 1982, 67 percent were headed by women. The number of black felnale- 

headed families in central c i t i e s  with incomes below the poverty level 

inore t h a n  doubled betNeen 1979 and 1982 t o  915,000. 

I n  

Compared w i t h  other household heads, heads of poverty households tend 

t o  have lower rates o f -  labor force participation, higher rates of i l lness 

and disabili ty,  greater difficulty finding dork ,  onger periods o f  

unemployinent, f w e r  ivar;e earners in the household and lower earnings. 

heterogeneity of  the Poverty P o p u l a t i o n  

. .1 

The poverty population i s  n o t  hoiriogeneous. I n  dealing w i t h  the needs o f  

the poor,  i t  i s  necessary t o  understand the heterogeneity o f  the poverty 

population an,d the iiost colnrnon reasons why different types o f  households 

begin and end spell s on we1 fare. 

For  purposes of policy analysis, i t  i s  useful t o  distinguish among 

four types o f  poverty households: elderly households, nalc-headed families, 

fei;lale-h?aded families, and  young, rlonfamily households. P u b l i c  policies 
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EXHIEIT IV-3 

Families in Poverty by Race and Sex of Head 
and Type of Jurisdiction, 1970 and 1982 

Male-Headed 
Fami lies 

Female-Headed 
Families 

Central Central 
Cities Suburbs Cities Suburbs 

Number of Families in Poverty 
(In thousands) 

~~ 

White 
1970 
1982 

Percent Change 

Black 

1970-1 982 

1970 
1982 

619 703 
520 775 

38 1 31 1 
666 676 

M 

- 16 + 10 1-75 +117 

290 
221 

104 
88 

426 
915 

84 
221 

Percent Change 
1970-1 982 - 24 - 15 + i i o  + 163 

Percent of Families in Poverty 

White 
1970 
1982 

1970 
Black 

1982 

5.6 
5.5 

4.2 24.5 21.8 
4.0 22.0 26.3 

14.3 18.0 49.1 50.1 
13.1 9.8 49.7 39.6 

Source: US. Bureau of the Census. "Social and Economic characteristics of the 
Metropolitan and Nonmetropolitan Population. 1977 and 1970". Current Population 
Reports. Special Studies, Series P-23, No. 75. November 1978, and unpublished com- 
parable data for 1982. 

. 
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have been h i a h l y  effective i n  reducing poverty among the elderly. 

combination o f  Social Securi ty, Medicare, Supplemental Security Income, 

and various forms o f  noncash assistance have reduced poverty rates among 

The 

- the elderly from 55.1 percent before cash and noncash transfers t o  3 . 7  

percent *after .transfers.5 As a . resu l t ,  few of the elderly are attached 

t o  the work force, and economic growth i s  not  crucial t o  the 

s,tatus. On the other end of the age spectrum, poverty among 

nonfamily households is  closely related to  the health of the 

For many young people, poverty i s  a temporary resul t  o f  gett  

i n  the work force. 

r i ncme 

young 

economy. 

ng started 

Economic conditions and empl oyment are cr i t ical  l y  important t o  . 

the incomes of nonelderly household;. 

three-quarters of male-headed families begin periods on welfare following a 

decline i n  family earnings and over 90 percent leave welfare as a resul t  

of a n  improvewent i n  earnings.6 

on welfare f o r  female heads of households are precipitated by a change i n  

f ami ly  relationships t h a t  causes them t o  become a female head of household-- 

e.g., widowhood, separation, divorce, unmarried motherhood, or assunrption 

of responsibility f o r  a child. However, another 25 percent begin a period 

on welfare because of a decline i n  earnings. Over one-quarter of f m a l s  

households t h a t  leave welfare do so because o f  a chanae i n  a family  

re1 ationship--for example, t h r o u g h  marriage, and a b o u t  55 percent because 

of improved earnings. Even  wornen w i t h  very young children t o  care f o r  

h a v e  shovrn themselves %o be a b l e  t o  earn their Hay o f f  welfare. However, 

A recent study found t h a t  nearly 

In  contrast, nearly two-thirds of periods 



o f  success i n  leaving welfare, and may need special assistance i f  they 

are t o  achieve 5 ndependence. 

I While most persons who ever experience a period on welfare remain bl 
on welfare for only a short time, most of those on welfare a t  any p o i n t  

i n  time are i n  the. midst o f  a long  spell. A s  a result ,  the small 

percentage of those who begin l o n g  periods on welfare each year swell 

succeeding years' totals. 

be long  increases ainong women. who have low educational and j o b  sk i l l s ,  

who are black, and  who have more children, 

their  largest imp$& on central c i t i e s  where househo'lds likely t o  

experience long spells on welfare are concentrated. Consequently, policies 

t o  ass i s t  t h i s  group  also promise to .  deliver the largest benefits t o  

central c i t ies .  

The likelihood t h a t  a period on welfare will 

The dynamics o f  welfare have 

- .  

t f f ec t  o f  Administration Economic Policies on Poverty 

dne route taken by tne Adriiinistration t o  a i d  the needy has Seen t o  expand 

employment opportunities tnrougli the dchievemeni of sustained econoinic 

growth. A significant f r a c t i o n  o f  tieads of poverty households are employed 1 
or seek i ng enpl oynen t 

poverty fami 1 i es were 

54 percent worked a t  

I n  1932, 6 . 3  m i l l i o n  or 83 percent o f  heads o f  

between the ages of 22 arid 64. Of this  number, 

east p a r t  of  the year. Those who worked p a r t  o f  

the yedr would have worKed more i f  they had n o t  Seen Qrzventeci frorn 

do ing so by th2 i n a S i l i t y  t o  f i n d  work ( 3 7  pe rcen t  o f  those .vho worked 
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a t  a l l ) ,  by illness a n d . d i s a b i l i t y  (5 percant ) ,  and by the  need t o  keep 

house (8 percent) .  

prevented from doing so by the i n a b i l i t y  t o  f i nd  work, 25 percent by 

i l l n e s s  and d i s a b i l i t y ,  and 43 percent by the need t o  keep house.7 

O f  tile 46 percent who d i d  not work, 16 percent were 

Employment reduces the incidence of poverty. Only 8 percent of 

those family householders between the ages of 22 and 64 who worked during 

the yea r  had incomes below the poverty level compared t o  45 percent f o r  

those who d i d  not work a t  a l l .  I %  i s  evident  t h a t  not a11 family house- 

holders a r e  ab l e  t o  work, b u t  increasing employment f o r  those who a r e  

dble t o  do so should reduce the incidence o f  poverty. The Administrat ion 's  

success a t  increasing enployinent 

economic recovery and increasing 

promises t o  benefit a subs tan t ia  

H i s to r i ca l ly ,  poverty r a t e s  

opportuni t ies  through promotion o f  

work e f f o r t  through welfare reform 

number of poverty households. 

have varied w i t h  the  s t rength  o f  the  

national economy. .Dur ing  the period 1959-1966, when the economy grew 

a t  a rapid pace, per cdp i t a ' r ea l  SllP grew a t  an  annual r a t e  o f  3.0 percent 

and the poverty r a t e  f o r  the nonelderly poor declined a t  a n  annual r a t e  

of 6.4 percent. Between 1956 and 1973, per cap i t a  real GNP continued t o  

rate o f  2.4 percent ,  and the poverty 

slower arinual ra t?  o f  3.3 percent.  

GNP on average grew a t  the s l u g g i s h  

and the poverty r a t e  grew a t  a rapid 

ad  :qas cnarac te r i  zed by rqi do 

grow, b u t  a t  a sornewhat slovJer arinual 

r a t e  continued t o  dec l ine ,  b u t  a t  the 

Between 1973 and 1982, per cap i t a  rea 

r a t e  of only 0.9 percent  per 

4.a percent a n n u d l  r a t e .  TI1 

year., 

s per 
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t es ted  t r a n s f e r s  were $33.3 b i l l  ion,  n o t  enough t o  c lose  the  gap. I n  

swings i n  t he  business cyc le ,  and i n  each o f  t he  t h ree  recessions, t he  

number o f  none1 d e r l y  poor rose s i g n i f i c a n t l y .  The number increased by 

15.0 percent  du r i ng  t h e  1973-1975 recession, 13.4 percent; d u r i n g  t he  

1979-1980 recession, and 9.6 percent, du r ing  t h e  1981-1982 recession. 

These p a t t e r n s  c l e a r l y  suggest the  importance o f  economic cond i t i ons  

t o  the  inc idence o f  none lder l y  poverty.  

growth f o r  pover tysshould  n o t  be surp r i s ing .  

GNP adds over $50 b i l l i o n  t o  incomes o f  i nd i v i dua l s .  Although t h i s  

income i s  spread across t h e  income d i s t r i b u t i o n ,  the  v a r i a t i o n s  i n  poi v t y  

over t he  business c y c l e  a re  ample evidence t h a t  the  poor and near-poor 

b e n e f i t  cons iderab ly  from economic growth.8 

The s i g n i f i c a n c e  o f  economic 

A 3 percent  increase i n  



I n  other words, i n  1981, expenditures we're 60 percent more than necessary 

s ta t i s t ica l ly  to  eradicate poverty, b u t  the poverty gap was reduced by 

only half. The other half went t o  people who were n o t  poor t o  begin w i t h ,  

or raised real incomes o f  some families fa r  above the poverty line. 

-1 08- 

poverty yap was $25.6 bil l ion. (All of 'these figures are i n  1932 do1 lars . )  

Some of this  inefficiency i s ,  of course, only apparznt. People's 

incomes and liviny arrangements may change over the course of  the year, 

while poverty i s  measured on an annual basis. And a mall  percentage o f  

means-tested assistance i s  a1 so devoted t o  those whose medical expenditures 

are sufficient t o  reduce their  cash incomes, a f te r  these expenditures, t o  

a level below the poverty level. :ievertheless, much of th i s  inefficiency 

i s  real. 

programs and a ldck of coordination alnong them. 

recipients on average participated i n  one means-tested program. 

they participated in three. 

I t  stems i n  large lneasure from the proliferation of  benefit 

I n  1965, welfare 

By 1981, 

This pyramiding of  benefits resulted i n  some 

. fain11 ies who received assistance dircrcted toward the needy h a v i n g  t o t a l  

incomes well above the poverty line.9 

Administration In i t ia t ives  

I t  has Seen the aim o f  tne Reagan Administration t o  improve the targeting 

and incentive structure'of means-tested e n t i  t1ei;lent program and  t o  

reduce o r  eliminate benefits among those who are n o t  i n  need. 

exadple, i t  iinposed gross income limits ,Jell above the poverty level  i n  

A F X ,  Food Stdnps,' and  ttie free- and reduced-price l u n c h  and bredkfast 

For 
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programs. 

and job search and other employment services for  AFDC recipients to; 

I t  acted t o  provide employment expePience, work incentives, 

alleviate dependence on welfare programs and i t  acted to strengthen the 

child s u p p o r t  enforcement program t o  provide the inccme and support due 

children from absent parents. Deductions i n  AFDC were restructured, and 

the assistance u n i t  was expanded t o  recognize. 'the contribution to family 

well-being o f  a l l  family members. As a result ,  while means-tested cash 

and noncash assistance remained steady between 1981 and 1982, the percentage 

of benefits going to reduce the extent of poverty--the target efficiency 

index--rose from 49 t o  54, a 10 percent increase.10 

The recent severe recession has focused public attention on the 

problem of hunger. Because no re1 iable estimates exis t  of the extent 

o f  the problem,  the President established a Task Force on Food Assistance 

to  investigate the matter. The Task Force found t h a t :  

... There are a number o f  people who f i n d  i t  necessary a t  
various times to  a v a i l  themselves o f  food assistance 
programs i n  order to  get enough to eat .  There are people 
who must sometimes cut back on food expenditures t o  oay 
their  rent a n d  u t i l i t y  b i l l s ;  toward the end o f  the 
m o n t h  there are individuals and fami l  ies bho r u n  o u t  of 
money f o r  food; there are homeless people who are unab l e  
to support themselves or even to  a v a i l  themselves of 
existing public assistance programs.... 11 . 

The Task Force recommended that.States he a l lowed the o p t i o n  of establishing 

several autonomous food assistance programs. I t  a1 so made recommendations 

f o r  improving  program targeting and administration a n d  for encouragi nq  

p r i v a t e  sector food  assistance efforts.12 

B o t h  Census a n d  program estivates o f  participation i n  f ood  programs 

suggest t h a t  while el i g i b i l  i t y  has Seen tightened, Senef i t s  t o  t h e  neediest 

L 
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households have increased. Between 1980 and  1982, Census estimates of 

the number o f  households receiving food stamps increased from' 6.8 to  

7.2 million, and more of  the assistance w e n t  to the neediest households. 

O f  a l l  households t h a t  received food stamps n 1982, 72 percent had incomes 

below the poverty line. 

who received food stamps i n  1980. 

T h i s  represented an increase frcm 66 percent 

A t  the same'time, more o f  the neediest 

households received food stamps. Nationally, among househol ds, w i t h  incomes 

below the poverty level ,  the percentage receiving food stamps increased 

from 40 percent i n '  1980 t o  43 percent in 1982, while i n  central c i t i e s ,  

' i t  increased from 46 percent t o  48 percent. Of the households receiving 

food stamps in 1982, 6 7  percent had children under 19 years of age, 

40 percent were headed by women, and 16 percent were headed by persons 

65 years old and over.13 

' 

Program d a t a  show t h a t  between 1980 and 1983, participation i n  the 

food stamp program increased from 19.3 t o  21.6 m i l l i o n  persons, or almost 

1 2  percent, while m a 1  benefits per person increased by 10 percent. In  

the same period, participation i n  the Women, Infants, and  C h i l d r e n  Supple- 

mental Food Program (WIC) increased from 1.85 milq ion  to  2 .4  million, 

a 30 percent increase, while real benefits k e p t  pace w i t h  i n f l a t i o n .  

Finally, i n  the  same period, p a r t i c i p a t i o n  i n  the free or reduced-price 

l u n c h  program remained stable a t  a b o u t  1 2  mi l l ion  participants per day.  

Total U.S. Department of Agriculture expenditures on food programs, 

including b o t h  cash expenditures fo r  food stamps, c h i l d  n u t r i t i o n  programs, 

and W I C ,  and  commodities a n d  cash i n  lieu o f  commodities, increase4 from 



-111- . 

$14.0 b i l l ion i n  ?larch 1980 to $19.1 b i l l ion i n  March 1983, a 37 percent 

. increase i n  nominal expenditures and a 13 percent increase i n  constant 

d 0 1 l a r s . l ~  ' 

l -  

Emergency She1 ter and Food 

Estimates of the number of homeless vary widely. HUD has recently 

released a s t u d y  evaluating these estimates. The report found t h a t  the 

number o f  homeless probably ranges from 250,000 to  350,000. The report 

also documented t ha t  highly effect ive  and s ignif icant  e f fo r t s  are being 

made by State and local governments and private and philanthropic 

organizations to address the needs o f  the homeless. . 

- T h i s  A d m i n i s t r a t i o n ,  w i t h  the Department o f  Health and Human Services 

i n  the lead,  has in i t i a ted  a Federal interagency task force t o  coordinate 

Federal food and shel t e r  a c t i v i t i e s  and t o  promote interagency cooperative 

ac t i v i t i e s  to help a l levia te  the problems of the homeless. 

The following actions have been taken: 

a HUD leases vacant single-family properties, reacquired 
under the General o r  Special Risk Insurance funds, t o  
local governments and chari table or re1 igious organizations 
f o r  temporary shel t e r  f o r  the horneless. 

A Ilevorandun o f  Understanding was negotiated between the 
Departments o f  Health and Human Services (HHS) and Defense, 
under which food returned to  cmmerci a1 vendors by military 
commissaries i s  being made available to food banks  serving 
the poor ,  including the homeless poor. To date,  some 130 
f o o d  banks o f  a potential 240 have been liiked w i t h  
approxirtately 200 o f  a potential 240 A n y ,  I l avy ,  and  Air 
Force ins t3l la t ions .  4 similar  ??er7orandum o f  Understanding 
has j u s t  Seen ccm?leted w i t h  t b e  Departnlent. o f  TransportatioQ, 
under which 11 o f  a notential 7 5  Coast Guard cmfi is far ies  
w i l l  be linked to local f o o d  banks. 
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0 J u r i s d i c t i o n s  can use HUD' s Community Oevel opinen t E l  ock 
Grant funds t o  a s s i s t  the homeless. 
o f  1983 over  $39 m i l l i o n  i n  these funds were expended 
by  more than 175 l o c a l  j u r i s d i c t i o n s  f o r  ass is tance t o  
t he  homel ess . 

Since the beginning 

0 The Federal Emergency Management Adm in i s t r a t i on  ob l i ga ted  
$100 m i l l i o n  by  September 30, 1983 f o r  an emergency food 
and shel t e r  program. These funds, f rom t h e  Jobs St imulus 
B i l l ,  were d i v i ded  among States f o r  grants  to  needy l o c a l  
res iden ts ,  and a National  Board o f  vo l un ta r y  o rgan iza t ions  
which d i s t r i b u t e d  funds t o  l o c a l  p r i v a t e  vo l un ta r y  organi-  
za t i ons  i n  l o c a l i t i e s  'of h i ghes t  need. I n  FY 1984 the  
Nat iona l  Board i s  charged w i t h  t he  d i s t r i b u t i o n  o f  $40 
m i l  l i o n  to  supplenent and extend emergency food  and shel t e r  
serv ices.  . 

0 Tho Department o f  Defense (000) prov ides f a c i l i t i e s  f o r  
emergency shel  t e r  on  m i l  i t a r y  proper ty ,  w i t h  1 ocal 
community ass is tance  organizat ions p rov i d i ng  beds, food, 
t r anspo r t a t i on ,  and secur i t y .  Among f a c i l i t i e s  a v a i l a b l e  
a re  K i r k l a n d  A i r  Force Ease, N.M.; Navy f a c i l i t i e s  a t  
Corpus C h r i s t i ,  Tex.; the U.S. Army Reserve Center i n  
Edison, N.J.; and, p o t e n t i a l l y ,  Carno Parks near San 
Francisco, Ca l i f . ;  and a Navy f a c i l i t y  i n  Ph i lade lph ia .  
000 was a lso  appropr ia ted $8 m i l l i o n  t o  a s s i s t  i n  i t s  
renova t ion  o r  r e p a i r  o f  m i l i t a r y  f a c i l i t i e s  f o r  s h e l t e r  
f o r  the homel ess 

0 A 10- c i  ty demonstrat ion program has been i n i t i a t e d  and 
inc ludes  t he  f o l l o w i n g  c i t i e s :  A t lan ta ,  Ga.; Ba l t imore,  
tld;; goston, Mass.; Memphis, Tenn.; P i t t sbu rgh ,  Pa. ;  
S t .  Louis,  Mo.; San Francisco, C a l i f . ;  D e t r o i t ,  Mich..; 
Tunica, Miss.; and Washington, >D;C. I n  Memphis, an i n t e r i m  
placement homeless shel t e r '  was developed through the use 
o f  10 HUD-held s i n g l e  f am i l y  p roper t ies .  Nineteen f am i l i e s  
have been prov ided shel t e r  s ince the f i r s t  o f  t he  y e a r .  

0 I n  Washington, D.C., a GSA s t r u c t u r e  was t rans fe r red  t o  
HHS, which i n  t u r n  has housed 800 men and 200 women s ince  
the  f i r s t  of the year .  The lease on t h i s  p r o x r t y  exp i red  
on A p r i l  1, 1984, b u t  as a r e s u l t  o f  the e f f o r t s  of the  
I n  teragerlcy Task Force, the Pr2side"nt ?as d i r e c t e d  t"lt 
the s h e l t e r  con t inue  t o  operate i i n t i l  an a l t e r n a t i v e  
l o c a t i o n  can be i d e n t i f i e d .  
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Recently, the Pres.ident charged the Federal Interagency Task Force on 

Food and She1 t e r  for  the Homeless w i t h  additional missions, including the 

foll owi ng: 

-- To draw f r m  resources of the Alcohol, Drug Abuse and Mental 
Health Administration t o  develop understanding of  chronic 
homelessness as i t  relates to  deinstitutional i t a t i o n ,  mental 
i l lness ,  and  substance abuse. 

-- To ccmpile a comprehensive inventory of Federal resources 
available including government b u i l d i n q s ,  supplies, and 
food resources. 

-- To identify impediments i n  statutes and requlat ions t h a t  
r e s t r i c t  the provision o f  available government resources 
to  serve the hornel ess. 

-- To present options for  ways t h a t  the Federal Government can 
a s s i s t  States, local i t ies  and the private sector i n  serving 
the hornel ess . 

. A t  the direction of HHS Secretary Margaret Heckler, the work g i o u p  wi l l  

submit i t s  preliminary report a n d  findings to the Cabinet Council on 

Human Resources. 

Increasing State Responsibility f o r  Health a n d  Human  Services 

Another approach taken by the Administration to  improve the targeting 

and responsiveness o f  health and human services involves increasing 

State responsibility fo r  program administration. 

the Omnibus Budget Reconcil i a t i o n  Act o f  1981, approximately 30 ca tegor ica l  

Health a n d  Human  Services programs were consol i d a t e d  i n  t o  seven b l o c k  

grants. Four of the block $rants a re  f o r  he,l l th services, two fmd s3cia1 

services, and one provides hme energy assistance for low-irlcome households. 

Wi th  the passage of 

d 
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The Reconciliat on Act also reduced the Federal matching share for 

the iledicaid program and provided States some additional f lexibi l i ty  t o  

manage the program more efficiently.  

ttedicaid program has placed a heavy burden on both Federal and State 

taxpayers. Open-ended Federal. matching, poorly structured, benefits, and 

overly-generous e l ig ib i l i ty  have contributed t o  Medicaid's fa i lure  t o  

Unconstrained growth of the 

provide cost-effective services to '  those i n  need. 

Impacts on States and their  Residents , 

The impact of increased State responsibility i s  most ev dent i n  

,connection w i t h  the Eledicaid progrbm. Census estimatis of Medicaid 

coverage show t h a t  targeting of benefits increased between 1980 and 

1982. k'hile the number of households'with one o r  more members covered 

by i.ledicaid declined from 8.3 million in 1980 t o  8.1 million i n  1982, 

the percentage o f  recipients w i t h  incomes below the poverty l ine increased 

from 53 .3  percent i n  1980 t o  59.1 percent i n  1982. 

o f  poverty households had one o r  more rnernbers covered by Nedicaid.15 

I n  1982, 3 9 . 2  percerit 

States are a1 so assertirig their priorit ies i n  other prograin areas. 

rvtajor studies o f  the impact o f  the new block g r a n t  programs are s t i l l  

underway, b u t  prel iniriary findings suggest t h a t  the mjo r i  ty o f  States 

are mainta ining and even increasing prograin levels. 

Federal funds  and State and local resources, they are allocating resources 

anong prqgra,n ac t iv i t ies  i n  accordance w i t h  their oNn grior i t ies  t o  the 

Drawing u p o n  other 

degree perrni t t e d  unuer s tdtuts ;  ana  they ,,(elcox the icicreased d i  scrgtion 

and reduced Federdl riporti  ng requi relnent;. 
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In general, Governors and State 1 egi slators have been i nvol ved more 

directly i n  planning and resource allocation than i n  many of the prior 

categorical programs. The States also moved quickly t o  involve a wide 

sprectrum of people and groups i n  the allocation of these funds. To the 

extent that  States have shifted funding pr ior i t ies ,  resources have been 

targeted t o  the poorest populations or t o  families on welfare. 

. Child Care 

Child care i s  an area i n  which the Administration i s  encouraging increased 

involvernent by States and the private sector.l.6 C h i l d  care provision 

has increased i n  importance as riiothers w i t h  children under six years o f  

age enter the labor force i n  g.rowing numbers. In  1950, 12 percent o f  

mothers w i t h  children under six years of age were i n  the labor‘ force; i n  

1982, 50 percent of these mothers were working. 

million pre-schoolers (or 46 percent) w i t h  working mothers. 

There are nearly eight 

Abou t  h a l f  

of  tlre children of  working women are cared f o r  i n  day-care centers and  

by babysitters who are no t  related t o  the c h i l d .  

The Adninistration has increased Federal f i nanc i a l  support for the 

provision of child care since F,iscal Year 19dO. The 1arr;est a n d  fastest  

growing source of support i s  the C h i l d  Care Tax Credit, w h i c h  has increasPd 

from $960 m i l l i o n  i n  FY 1980 t o  an estimated $1,960 m i l l i o n  i n  FY 1984. 

The virtue of the t a x  credit  i s  t h a t  i t  permits Mide parental discretion 

i n  the choice of c h i l d  care providers. The a m u n t  o f  tile credl’t ~ d s  

iil:r2dS2d by the Econonic 2ecovet-y Act of  19,31. 
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The Head S t a r t  program has increased from $812 million i n  FY 1980 

t o  an estimated $1.05 b i l l ion  i n  FY 1984 and serves approximately 

400,000 children. Meals for  children i n  day care are  subsidized under 

the C h i l d  Care Feeding program, which has increased from $235 million 

i n  FY 1980 to  an estimated $373 million i n  FY 1984. 

disregard, w h i c h  allows up t o  $160 per month per chi ld  as an earnings 

disregard for child care for  a fu l l- t i ae  working AFDC parent, amounted t o  

an estimated $125 million i n  FY 1984. 

The AFDC work expense 

Sta tes  are  expected t o  devote approximately 20 percent of social 

service block g ra l i t  funds (about $500 million) t a  child care,  principally 

for  low-incorne families. Federal deregulation has increased t he i r  ab i l i t y  

to use these funds e f f i c ien t ly .  By se t t ing asido proposed Federal Inter- 

agency Day Care regulations, the Administration acknowledged Sta te  and 

local responsibil i ty to  regulate child care as  needed and permitted 

# 

States t o  use Federal f u n d s  t o  serve inore children a t  lower cos t  per 

chil d. 

FY 1984 support for  child care will exceed FY 19130 support o f  52,737 

Oepartilient o f  Health and Human Services s t a f f  estimate that  

inillion by approximately 51,100 million ( 3 0  percent),  and  t h a t  an 

estiinated 7.5 to  8.0 million families are aided by the programs. 

I n  a d d i t i o n ,  t h r o u g h  i t s  private sector i n i t i a t i ve  o f f i ce ,  the 

A d m i n i s t r a t i o n  i s  encouraging corporate support for chil d care f o r  

employees. The Department o f  Health and i-luman Services has been actively 

involved i n  prwiiling tectinical assistance and  support t o  the private 

s x t o r  icii t i a t i ve  on einyloyer-assisted c h i l  d care and  other locally 
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init.iated. child care projects. 

Foundation, the Women's Bureau o f  the Department of Labor is  funding 

four demonstration projects ' t o  encourage employers t o  provide such 

services. 

In conjunction w i t h  the Rockefeller 

Project Sel f -Suf f i ciency 

An Administration in i t ia t ive  t o  focus public and private assistance on 

the needs of the female heads of household i s  Project Self-sufficiency, 

an experimental e f for t  designed t o  help this p o p u l a t i o n  move from poverty 

and dependence on welfare t o  self-sustaining employment. 

Project Self-sufficiency i s  envisioned as an intensive; short-term 

(e.g., 1 2  to' 18 months) program t h a t  would enable poor, single-parent 

households w i t h  small children t o  make the transition t o  productive 

employment and the mainstream of society. 

through a coordinated effor t  t o  provide housing assistance, j o b  trainin?, 

These goals would be accomplished 

c h i l d  care, and  counseling services t h a t  will enable participants t o  

achieve permanent employment and self-reliance. Project Sel f-Sufficiency 

would  be accomplished through a public-private partnership t h a t  would  

combine the resources of  a l l  levels o f  government, business, private 

industry councils, labor, education, a n d  community groups i n  a task force 

able t o  target and respond t o  these diverse local needs. The Department 

of Housing and  Urban Development has committed 5,000 Housing Certificates 

(vouchers) t o  the effor t .  These vouchers enable the single-parent-headed 

hcusehol d t o  seek tio,using anywhere throughout the  loca l  community. These 
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vouchers would be .made available only to 

form pub1 ic-pri vate partriershi ps able t o  

households. Additionally, HUD will prov 

necessary t o  he1 p communities design and 

local cornillunities willing t o  

address the needs of single-parsnt 

de the technical assistance 

implemen-t the program. 

In summary, this section has shown that,  while central c i ty  and 

suburban income di f ferenti a1 s have continued t o  wi den, bl ack ma1 e-headed 

families i n  b o t h  central c i t i e s  and suburbs have substantially improved 

the i r  relative income i n  the l a s t  decade. Poverty rates continue t o  

increase in central c i t i e s ,  and the number o f  poor people i s  growing 

rapidly in the suburbs. 

separation, and unrnarri ed tnotherhood, the number o f  female-headed househol d s  

A s  a consequence of h i g h  rates of divorce, 

i s  growing rapidly. 

n o t  increased i n  the l a s t  decade, i t  i s  very h i g h ;  and persons i n  female-. 

headed households constitute a grovring proport ion of the poverty population. 

While the poverty rate of female-householders has . 
r 

iiistorically, poverty rates have varied w i t h  the strensth o f  the 

economy. A substantial proport ion of  family househol ders i n  poverty 

already work and would work tliore if they were able t o  f i n d  work or overcome 

other iinpediinerits. 

opportunities t h r o u g h  econoinic recovery should benefit poverty tiousehol ders 

who are able t o  work. As  a result  o f  Administration effor ts ,  cash and  

noncash benefits are being. inore efficiently targeted t o  needy tiousehol ds. 

The Adnini s t ra t ion 's  effor ts  t o  increase employment 

I n  a d d i t i o n ,  increased involvement by States and the private sector i n  

the provision o f  hedlth and  huiiian services i s  increasing the ~ ~ 1 s t  

effectiveness and responsiveness of service delivery. 



-119- 

EDUCATI OH 

The goal o f  the Administrat ion 's  education policy i s  t o  ass i s t  States,. 

local school d i s t r i c t s ,  and  parents t o  assune their  prime responsibility 

. i n  providing the best possible education for a l l  citizens. 

history o f  growing Federal involvernent i n  education, when President 

Xeagan took office the condition of U.S. education was perilous. 

Despite a 

Over 

the past decade or so, i t  had become 

significant decline i n  quality.17 

The National Commission on Exce 

the# Admi n i  s t r a t i  on, fdund the ifni  ted 

clear that there had been a 

lence i n  Education, established by 

States t o  be a "Nation a t  Risk": 

e Between 1963 and 198d t e s t  sc,ores of graduating h i g h  
school seniors on the Scholastic Aptitude Tsst (SAT) 

. were i n  unbroken decline. 

@ Too l i t t l e  was expected and demanded of students; . 
standards had eroded. 

4 Thirteen percent of a l l  17 year-olds and more t h a n  
40  percent o f  black 17 year-olds Mere f u n c t i o n a l  
i l l  i terates .  

e Most students had less t h a n  one hour of homework a day. 

d 

The Coiilrgi ssion concluded t h a t  "the educational foundations of our society 

are presently being eroded by a rising tide o f  mediocrity t h a t  threatens 

o u r  very future as a n a t i o n  and  a 2eople." 

A New Partnership 

I n  order t o  revitalize educat ion,  t h e  Zedgan Ad:?inistration has  dedicated 

i t s e l  f t o  a riestr pdr%fl$rShip w i t h  tilose \/i10 a r e  r3sponsible f o r  pr2t / i l j i r ig  
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education--State:and local authorities. ' A key feature of this  new 

partnership is  that i t  includes Federal leadership b u t  not control. The 

Federal Government's role i n  this new partnership involves: 

e Strengthening local school dis t r ic ts .  

0 Helping. 'States carry o u t  their  responsibilities. 

. a Helping .to meet the special needs of certain g roups ,  
including the handicapped, the disadvantaged and 
minorities. 

l l rban school d i s t r i c t s  are among the beneficiaries o f  these policies. 

T h i s  pol icy'direction represents a significant sh i f t  from 1981 , when I 

a t  the s t a r t  of the Reagan Administration, the U.S. Department of 

Education administered a b o u t  150 programs whose broad scope and cmpl ex 

regulations obscured the responsibility of State and local authorities. 

The profusion of these programs s t i f led State and l o c a l  i n i t i a t i v e  and  

l e f t  State and lbcal school off ic ials  w i t h  time-consuming and costly 

burdens of paperwork and reports. 

I 

I 

The elements of the Administration's federal ism partnership, w h i c h  

i s  aimed a t  enhancing S t a t e '  and l o c a l  c a p a c i t y  to  provide q u a l i t y  

education, include: 

0 Deregulation, 

.) Program consol i d a t i o n ,  and most. importantly, 

a Leadership. 

U 
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Deregulation strengthens S ta te  and local education author i t ies  by 

* reducing cost ly  and burdensome Federal regulatory and administrative 

requirements. The deregulation goal pursued by the Department o f  Education 

i s  to insure t h a t  regulations do not require more from State and local 

agencies or g r a n t  recipients t h a n  is  required by law. 

Part icular  at tention i s  given to areas where decisionmaki ng can 

occur i n  S t a t e  and local education agencies, ra ther  than i n  the Federal 
I- 
i 

Government. 

Act of 1981, f o r  example, the Secretary of Education canceled 30 s e t s  

o f  regulations governing more t h a n  1,700 annual g r a n t s  and cmt r ac t s .  

As a r e su l t  of the Education Consol idation and  Iinproveinent 

m 

Program Consol idation 

Program consol i d a t i o n  strengthens State and local education author i t ies  

b y  a l l o w i n g  them the freedom to choose the educational a c t i v i t i e s  most 

appropriate f o r  t he i r  s i tuations.  A t  the beginning of the Reagan 

Administration, the U. S. Department o f  Education operated nunerous separate 

elementary and  secondary education programs. Chapter 2 o f  the same 

Education Consol i d a t i o n  and Improveinent Act o f  1981 combined 29 categorical 

g r a n t  to  States. The new s t a tu t e  provides a programs i n t o  a s ingle block 

broad  authorization t ha t  inc 

programs, b u t  State and loca 

concerning educational p r i o r  

udes purposes authorized i n  the previous 

educators make the onsi te  decisions 

t i e s  they w i l l  meet w i t h  Chapter 2 funds. 

i 
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So f a r ,  i t  i s  estimated t h a t  State and  loca 

million i n  administrative costs  and 191,000 
. .  

. a resul t .  

LeadershiD 

governments have' saved $1.8 

person-hours i n  paperwork as 

l eg i s la to r s ,  Sta te  and  local education o f f i c i a l s ,  education pract i t ioners ,  

parents, and business leaders t o  discuss ways i n  which educational quality 

m i g h t  be improved. Among the i n i t i a t i ve s  discussed, the Reasan A d m i n i-  

s t ra t ion  has strongly advocated: 
l l  

Leadership is  the most 'significant way i n  which the Reagan Administration 

has addressed the problem o f  quali ty i n  U.S. education and acted t o  

strengthen Sta te  and local education author i t ies .  

a nati'onal debate over the quali ty of education i n  America and ways t o  

There i s  currently 

improve i t .  

- T h i s  debate was largely sparked by "A Nation a t  Risk," the report o f  

the National Commission o n  Excellence i n  Education ( N C E E ) .  To focus and 

guide this national debate, the U.S. Department of Education recently 

held a National Forum on Excellence i n  Education ( i n  Indianapolis, I n d . )  

f o l l o w i n g  12 regional forums around the country. 

These national a n d  regional forums brouGht  tocether Governors, State 

. 0 St r i c t e r  d isc ipl ine  codes, including support for teachers 
when they enforce those codes. 

b ?laster teacher a n d  rnerit pay plans t o  recognize a n d  reward 
o u t s t a n d i n g  teachers ( S L I C ~  as the one adopted under the 
leadership o f  Governor Latnar A.lexander i n  the Sta te  o f  
Tennessee). 
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e Increasing standards and requirements fo r  high school- 
graduation, including the five ''new basics": four * 
years of English, three years of mathematics, three 
years o f  science, three years of social studies, and 
one-ha1 f year o f  computer science. 

All of these in i t ia t ives  would improve American education and help 

t o  meet the national need for people well-trained i n  math, science, social 

studies, and the humanities. However, simply increasing expenditures 

on education i s  n o t  the answer t o  improving education quality. Total 

expenditures i n  the Nation's. 21 ementary and secondary schools i n  the 

1982-83 school year exceeded $130 billion. This doubles ( in  current 

dollars) what was previously spent on education ( fo r  fewer students) 

10 years ago; yet quality has declined. 

' 

P r i va t e  Sector I nvol vement 

The Reagan Administration has also acted t o  increase the involvement 

of the private sector in education. 

Education, an in i t ia t ive  t o  encouracje private corporations and businesses 

A chief means i s  Partnerships i n  

t o  share their  resources and  expertise w i t h  schools. 

tlie Admini  stration proclaimed the National Year of Partnerships i n  

I n  October 1982, 

Education w i t h  a goal  f o r  a l l  11C,GCO U.S. schools t o  have formed such 

a "partnership i n  education" wi%h businesses, l a b o r  unions, a n d  o ther  

groups. A s  a result: 

a I n  Dallas, more than 1,060 businesses have struck partnerships 
w i t n  1 4 0  schools. 

a I n  Chicago,  133 businesses arc partriers . v i t r i  143 S C h 0 0 1 S .  
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I, I n  San Diego, schools a re  par tners  w i t h  t he  Chargers, t h e  
Padres, and t he  tJavy. 

Math and Science Educat ion 

The Reagan Adm in i s t r a t i on  has a l so  moved t o  meet a problem i n  math and 

science education. . I n  o rde r  t o '  ensure adequate math and science teachers 

t o  educate s tudents  f o r  our  i n c r e a s i n g l y  compet i t i ve  and in terdependent  

wo r l d  economy, t h e  Adm in i s t r a t i on  has proposed a $50 m i l l i o n  per  year  b lock 

g r a n t  t o  t r a i n  10,000 new math and science teachers each yea r  f o r  f ou r  years.  

I n  add i t i on ,  t h e  Adm in i s t r a t i on  has a lso  launched an i n i t i a t i v e  t o  

end a d u l t  i l l i t e r a c J p .  

Force on P r i v a t e  Sector I n i t i a t i v e s ,  t he  Department o f  Educat ion i s  

encouraging p r i v a t e  sponsors t o  s e t  up a d u l t  l i t e r a c y  p rogram.  

I nc reas ing  Parenta l  Con t ro l  

I n  a d d i t i o n  t o  the Adm in i s t r a t i on ' s  federa l ism i n i t i a t i v e ,  t he  key p r i o r i t y  

of t h i s  Adiiiini s t r a t i o n ' s  educat ion po l  i c y  i s  t o  increase paren ta l  choice 

and c o n t r o l  i n  the educat ion o f  t h e i r  ch i l d ren .  

paren ts  a re  deeply concerned about the  q u a l i t y  o f  educat ioo.  Espec ia l l y  

i n  urban areas, too  many c h i l d r e n  cannot ge t  the educat ion they deserve. 

Parents  should have the r i g h t  t o  choose the  schools they fee l  a r e  bes t  

f o r  t h e i r  ch i l d ren .  

p r i v a t e  sc i~oo l  t u i t i o n  i n  a d d i t i o n  t o  taxes f o r  the  p u b l i c  schools, 

t i ley a re  o f  n2cess i ty  excl l l t ied frm choosing p r i v a t e  education. 

e s p e c i a l l y  the case w i t h  1074-incone fami les,  m n y  o f  d io ,q are i n  urDan areas. 

!Jerking i n  cooperat ion w i t h  t he  White House Task - 

For good reason, many 

Yet because many cannot a f f o r d  the double burden o f  

Th is  i s  
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To increase paren ta l  choice and con t ro l  i n  t he  educa t i on ' d f  t h e i r  

I c h i l  dren, t he  Reagan Admini s t r a t i o n  has proposed: 

--. T u i t i o n  t a x  c r e d i t s  f o r  elementary-secondary education; and 

-- Compensatory educat ion vouchers f o r  educat ional  l y  d i  ;advantaged 
c h i l  dren. 

By f o s t e r i n g  g rea te r  compet i t i on  among schools, bo th  o f  these proposals 

would b e n e f i t  urban education. A recen t  Gal lup P o l l  has shown widespread 

support  f o r  inc reas ing  paren ta l  choice and c o n t r o l  through an educat ion 

voucher. Among the  p u b l i c  as a whole, 51 percent support  an educat ion 

voucher, wh i le  among blacks, 64 percent  would l i k e  a voucher. . 

Speci a1 Needs Chi 1 dren 

F i n a l l y ,  t he  Admin i s t r a t i on  has maintained a commitment t o  spec ia l  needs 

ch i ld ren .  

disadvantaged and handicapped students. 

concen t ra t ion  o f  spec ia l  needs c h i l d r e n  and thus would b e n e f i t  most. 

For  FY 1985, i t  has proposed $4.7 b i l l i o n  f o r  educa t iona l l y  

Urban areas have the  g rea tes t  

I n  summary, the  Ad in in is t ra t ion  i s  p rov id ing  leadersh ip  t o  r a i s e  the 

q u a l i t y  o f  education. 

conso l i da t i ng  arid deregu la t ing  Federal education programs, by support ing 

the concept o f  m e r i t  pay, and by encouraging more p r i v a t e  sector  involvement 

It i s  enhancing S t a t e  and l o c a l  c a p a b i l i t y  by 

i n  education, and by Froposinc t o  enhance parenta l  c o n t r o l  over education 

through t u i t i o n  t a x  c r e d i t s  d l i a  education vouciiers. P rov i s i on  of education 
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' i s  primarily the responsibility of State and local governments, b u t  the 

'Administration i s  providing. leadership i n  the development of the broad-based 

. partnerships essential to their  successo . 

URBAN CRIME 

Crime i s  one of the most serious problems facing urban America. 

year, about 40 million crimes of violence and theft  are committed. 

o f  crime can destroy communities and drive away businesses. The costs 

Each 

Fear 

o f  crime, both t o  the taxpayer and t o  the victims, place a significant 

burden on society. 

highest priorit ies.  18 

Reduction of crime i s  one of the Administration's 

In 1982 there were signs of progress i n  the continuing f i g h t  against 

crime. According t o  the Federal Bureau of Investigation's Uniform Crime 

Reports, crime reported t o  police dropped by three .percent -- the f i r s t  

significant decrease since 1977. I n  a d d i t i o n ,  the National Grim 

Survey o f  the Gureau of Justice S ta t i s t ics ,  which iiieasures ye,rsons who 

say they were victimized by crime, found t h a t  crine i n  the United States 

fe l l  four  percent d u r i n g  the year--the most sweeping downturn  reco'rded 

since t,he survey began i n  1973. 

a seven percent decline i n  the amount of  reported serious crime. 

Dur ing  1983, this  trend continued d t h  

Urban locales shared i n  the general decline o f  criqe i n  1932. The 

Fi31 reports that, f o r  inetropol i tan areas, the proper ty  crillie rat? clecreaszd 

frail 5,913 t o  5,6oCl per 100,060 p o p u l a t i o n ,  and  the  v io le t i t  c r i w  rate,  
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53. Nevertheless, over  the  I w  years  ending i n  1982, v i o l e n t  ' 

and p roper ty  cr i ine r a t e s  have been c o n s i s t e n t l y  h igher  f o r  me t ropo l i t an  

than f o r  nonmetropol i t a n  areas. 

M i n o r i t y  groups a re  d i sp ropo r t i ona te l y  v i c t i m i z e d  by crime, w i t h  

b lacks  more o f t e n  a f f e c t e d  by v i o l e n t  c r ime than whites,  and Hispanics  

more v i c t i m i z e d  by p rope r t y  cr ime than non-Hi spanics. The economic impact 

o f  c r ime h i t s  the  poor most heav i l y .  The burden o f  cr imes i n v o l v i n g  money 

o r  p roper ty  l o s s  o r  d e s t r u c t i o n  o f  proper ty ,  expressed as a p r o p o r t i o n  o f  

r epo r t ed  f am i l y  income, i s  h igher  f o r  lower-income fam i l i e s .  V i o l e n t  cr i lns 

r a t e s  a re  a lso  h.igher f o r  lower- income people. 

o f t e n  v i c t i m s  o f  c r ime than the  e l d e r l y  f o r  most types o f  crime. 

Young people a re  inore 

Nhen 

the  e l d e r l y  a re  touched by crime, however, they appear t o  be r e l a t i v e l y  

inore suscep t ib le  t o  cr ime t h a t  i s  mot ivated by economic gain, p a r t i c u l a r l y  

purse-snatching and pocket- picking. 

v i o l e n t ,  they ma:/ cause cons iderab le  f ea r  i n  v i c t ims .  

Although these cr imes o f t e n  a re  n o t  

I n  r ecen t  years,  as a r e s u l t  o f  a enornous aa rke t  f o r  i l l i c i t  drugs, 

cr ime has become h i g h l y  organized and Inore soph is t i ca ted .  Grug t r a f f i c k i n g  

coupled w i t h  organized c r ime i s  the p r i n c i p a l  domestic cr ime problem 

p lagu ing  the Elation today. While t h i s  prablem a f f e c t s  every elelflent o f  

ri 

soc ie ty ,  urbaii cen te rs  art? most thredtened. To reduce t h i s  t h rea t ,  t he  

Adr ! i in is t ra t ion has  undertaken nulnerous i n i t i a t i v e s  t o  a t tack  the problem 

o f  ur tdr i  crime, w i t : ?  spec ia l  enphasis on drug t r a F f i c k i n g  and organized 

crilne. 
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Coinbating Drugs and Organized Crime 

P res i den t ' s  Commission on Organized Crime. 'The Adm in i s t r a t  on has 

r e c e n t l y  c rea ted  t h e  P res i den t ' s  Commission on Organized Crime as a 

p r i n c i p a l  element o f  a comprehensive. program f o r  combating drugs and 

organized crime. The Commission i s  i n  t h e  process of: 

a ;.laking a na t i ona l  and region- by- region a n a l y s i s  o f  
organized crime. 

e Developing in- depth i n f onna t i on  on the  p a r t i c i p a n t s  i n  
organized c r ime networks. 

Eva lua t ins  Federal  laws p e r t i n e n t  t o  organized crime. 

e Making recorninendations f o r  a d m i n i s t r a t i v e  and 
l e g i s l a t i v e  i:nprovernents as we1 1 as improvements i n  
t h e  admin is t ra t4on o f  j u s t i c e .  

0 Def i n i ng  t he  na tu re  o f  t r a d i t i o n a l  orgdnized cr ime as 
w e l l  as of eieerging organized c r ime groups, the sources 
and amounts o f  income frail organized cr ime and the  uses 
t o  .dhich organized cr ime pu ts  i t s  income. 

Drug Task Force. The A d n i n i s t r a t i o n  has es tab l i shed  12 new reg iona l  

Drug Enforcement Task Forces througnout the  count ry  t o  itiount a na t i ona l  

coord inated a t t ack  aga ins t  organized drug t r a f f i c k i n g .  More, than 1,000 

Federal dgents,  200 Federal  prosecutors , and 400 support  personnel have 

been au thor i zed  t o  do t he  work o f  the Task Forces. Under the  d i r x t i o n  

o f  t he  At torney General, they work w i t h  S ta te  and l o c a l  law enforceme.nt 

agencies i n  o rder  t o  assure d concerted EipprOdCh. 

exper ience gained i n  coo rd i na t i ng  the d ive rse  agencies i nvo l ved  i n  the  

A s  a r e s u l t  3 f  the 



the Federal Governnent, including the ccmbined resources of the Federal 

Bureau of Investigation (FBI 1; Drug Enforcement Administration ( D E A ) ;  

the U.S. Attorneys; Internal Revenue Service; Bureau of Alcohol, Tobacco, 

and Firearms; Immigration and Natural i t a t i o n  Service; U.S. Marshals 

t 

Service; Customs; and Coast Guard. The  Admin i s t r a t ion  for  the f i r s t  

time in history has b r o u g h t  t o  bear the resources of the FBI to cmplement 

those of the DEA i n  a drug enforcement effort .  These task forces represent 

the largest Federal e f fo r t  aga.inst drug trafficking ever assembled. 

Cabinet-level Comittee. The attack on  organized crime and drug 

trafficking i s  coordinated and sustained a t  the highest levels of the 
- 

Administration. Policies 'affecting a1 1 Federal Goverment agencies have 

been b r o u g h t  together i n  a ccmprehensive attack on d rug  trafficking and 

organized crime under a Cabinet Council on Legal Pollcy chaired by the 

President a n d ,  a t  the President's behest, the Attorney General. 

Working Group on Orug Supply  Reduction, headed by the Associate Attorney 

The 

General , coordinates interdepartment operations. The working group's j o b  

i s  t o  assure interagency a n d  intergovernment cooperation i n  the struggle 

against organized crilne. 

Assistinq Victims and  Witnesses 

President's Task Force on the Victims o f  Crime. The President's 

Task Force on Victims o f  Crime ivas established i n  April 1982, showina the 

the President's concern for  the o l i g h t  o f  the victims o f  crime. The Task 



-130- 

Force's Final Report, submitted i n  December 1982, nade recommendations 

for executive and legislative action a t  the Federal and State levels to 

improve the treatment of,  and service t o ,  crime victims. These include 

recommendations directed t o  the police, prosecutors, the judiciary, and 

b parole boards. Recommendations were a1 so made for nongovernmental en t i t ies ,  

such a s  hospitals, the ministry, the Bar, schools, the mental health 

community, and the private sector. An Office. for Victims of Crime 

was established w i t h i n  the Office of Justice Assistance, Research, and 

S ta t i s t ics  (OJARS) t o  implement some of the Task Force recommendations. 

These include: establishment of a National Victims Resource Center; 

developinent o f  niodel victiins 1 egi slation patterned'after the legislative 

recommendations o f  the Task Force; and development of  victim t r a i n i n g  

packages- for judges, prosecutors and 1 aw enforcement personnel. 

Attornev tieneral 's Guidelines for Victim and Witness Assistance. The 

'Jictiirl and Witness Protection Act of 1982 was enacted t o  ass i s t ,  protect, 

and enhance the role of  victims. and witnesses i n  the criminal just ice  

system and t o  serve as a model for State and local off ic ials  t o  use i n  

their  victim assistance efforts.  Pursuant t o  the Act, the attorney 

General issued guide1 ines f o r  victim and witness assistance t o  Departinent 

of Justice units, which outline the types of  referral ,  information, and  

consul t a t i o n  services t h a t  Federal 1 aw enforcement personnel and prosecutors 

should provide t o  crime victims. 

attention be g i v s n  t o  v i c t i m  and  ditnesses who have suff3red physical, 

The Guidelines provide t h a t  special 

f i n a n c i a l ,  or ernotidnal traullia J S  a result , J f  violent criminal a c t i v i t y .  
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Attorney General' s Task Force on Violent Crime. The Attorney General I s  

Task Force on Violent Crime was created i n  Apr i l  1981, t o  reccmmend ways 

in which the Federal Government could combat violent crime. In i t s  f i r s t  

phase, the Task Force recommended measures t h a t  the Justice Oepartment 

could immediately implement w i t h o u t  the need for additional legislation 

or fund ing ,  and that  would not decrease the Department's other important 

offensives a g a i n s t  crime. In i t s  second phase, t h e  Task Force focused 

on changes i n  Federal criminal s ta tutes ,  fund ing  levels, and resources 

t h a t  would increase the Federal Government's impact on violent crime. 

A substantial major i ty  of the Task Force's 64 recommendations have been 
1 imp1 emented. . 

Attorney General's Task Force. on Family Violence. In September 1983, 

the Attorney General's Task Force on Family Violence was created. The 

objective of the Task Force is to  make specific recanmendations to  the 

Attorney General concerning family violence w i t h  special consideration 

given to the abuse and molestation of children, spouse abuse, and mistreat- 

ment of the elderly. I t  will review governmental and nongovernmental 

programs a t  the Federal , State,  and local levels i n  determining i t s  

recommendations. The Commission's report i s  expected i n ,  the F a l l  of  

1984. 

Coordinatina Efforts w i t h  State and Local Government 

L a w  Enforcement C o o r d i n a t i n g  Committee. In June a f  19E1, t h e  Attorney 

General directed each Uni ted  States Attorney t o  f o n  a Law Enforcement 
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. Coordinating Comrnittee (LECC) i n  his or her d is t r ic t .  The Committees 

consist of representatives of Federal law enforcement agencies and 

appropriate State and local law enforcement officials.  Through the 

combined effor ts  of federal, State, and' local law enforcement off ic ials ,  

LECC' s establ i sh prior i t ies  and develop strategies t o  achieve the maximum 

impact on the most serious crime problems in each d is t r ic t .  

of the d i s t r i c t s  identified drugs  as their  number one enforcement priority. 

Two-thirds 

State-Local 

membership 

of Justice,  

Associ a ti on 

Executive Working Group. The Executive Working Group for Federal- 

Prosecutorial Relations (Eblti) was created in 1979. I t s  

s made up of 18 representatives--six each from the Departinent 

the National Association of Attorneys General, and the National 

of District  Attorneys. 

The EWG provides a forum for law enforcement off ic ials  froin a l l  

levels o f  government t o  enyage i n  discussion regarding mutual law enforcement 

pr ior i t ies ,  differing approaches t o  prosecution, legislative proposals, 

t r a i n i n g  effor ts ,  and  Federal financial assistance. 

Governors' Project. This project assis ts  the Nation's Governors i n  

coming together t o  b r i n g  a b o u t  needed criminal justice refonns i n  the 

f i g h t  against organized crime and drugs. The Governors' Project brings t o  

the attention of  the States new racketeering enforcement :neasures and 

ini t ia t ives  and a t  the same time, serves as a sounding board  for the 

Governors' concerns. 

r 

L 



-133- ' 

State and Local Tra in ine .  Through  the Departments of Justice and  

Treasury, a National Center fo r  State and Local Law Enforcement T r a i n i n g  

has been established a t  the existing Federal f ac i l i t y  i n  Glynco, Ga. 

Complementing the t r a i n i n g  programs already operated by the FBI a t  

Quantico, Va., the Center i s  t r a i n i n g  local law enforcement agents and 

off ic ials  i n  investigating arson, bmbing, bribery, cmputer theft, 

' 

contract f raud ,  b i d  r i g g i n g ,  and other offenses encountered i n  organized 

crime. 

Criminal L a w  Reform. The Administration i s  seeking reforms i n  

Federal criminal s ta tutes  dealing w i t h  such areas as b a i l ,  sentencing, 

criminal forfei ture ,  the 'exclusionary rule, and l abo r  racketeering t h a t  ' 

will provide a lung overdue'strengthening of the legal process i n v o l v e d  i n  

the bat t le  aga ins t  organized crime. 

The centerpiece of this  1 egislative activity i f  the Comprehensive 

Crime Control Act of 1983 submitted to  the Congress by the President i n  

March o f  1983. This omnibus crime b i l l  was passed by the Senate i n  

February 1984 and provides f o r :  . . ?  

. .. 

Bai l  Reform: I t  authorizes courts to  consider danger t o  
the communi t y  i n  sett ing b a i l  .conditions, to  deny b a i l  
a1 together where a defendant presents a n  especial l y  grave 
danger to  others i n  the community and t o  permit i n q u i r y  
i n t o  the source of b a i l  money; and authorizes the courts 
to refuse to accept money o r  property which  would n o t  
reasonably ensure a defendant's appearance a t  t r i a l  . 

Sentencing Ref om: I t  rep1 aces the present disparate 
sentencing system w i  t h  a more ha1 anced and u n i f o n  
system of sentencing guide1 ines f o r  Federal cr iminal  
offenses. 
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Pnsani3y Defense Reform: I t  narpods the i nsan i t y  
defense and places the burden 011 the defendant t o  
prove insan i ty ,  and provides f o r  Federal custody 
o f  persons acqu i t ted  by reason o f  i nsan i t y  where 
the  Sta te  does n o t  assume the respons ib i l i t y .  

F o r f e i t u r e  Reform: I t  strengthens c r im ina l  and 
c i v i l  f o r f e i t u r e  laws t o  improve the a b i l i t y  o f  the 
government t o  reach proceeds of i l l e g a l  acts by 
organized crime and narco t ics  t r a f f i c k i n g  operations 
and a l lows the Attorney General ' to  t r ans fe r  f o r f e i t e d  
proper ty  t o  State and l o c a l  law enforcement agencies 
which have given s i g n i f i c a n t  assistance i n  drug 
inves t iga t ions .  

Drug Enforcement -Amendments: 
increase i n  p e n a l i t i e s  f o r  drug t r a f f i c k i n g  and 
strengthens e f f o r t s  t o  prevent d ivers ion  o f  con t ro l l ed  
substances i n t o  ill i c i  t hands. 

It provides f o r  an 

This b i l l  a lso includes a t i t l e  deal ing w i t h  l i m i t e d  Federal f inanc a1 

support f o r  c e r t a i n  S ta te  and l o c a l  c r im ina l  j u s t i c e  programs. This 

narrowly targeted f i nanc ia l  support w i l l  a i d  State and l oca l  c r im ina l  

j u s t i c e  e n t i t i e s  i n  programs focusing on such th ings  as v i o l e n t  crime, 

v i c t i m  and r J i  tness assistance, repeat offenders, crime prevention, 
l 

and career c r i i i l i na l  prosecution. I 
Research and Program Development 

- Through the d f f i c e  o f  Jus t i ce  Assistance, Research, and S t a t i s t i c s  

(OJARS) o f  the Jus t i ce  Department, research and program a c t i v i t i e s  have 

been launched t h a t  focus on urban crime and a s s i s t  State and l oca l  

governments i n  .ma1 i 113 vJi t h  t h i  s probl e:vo 



.- 
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The problem of j a i l  and prison overcrowding i s  of great concern t o  

The dramatic recent increases i n  the number State and local officials.  

of j a i l  and prison inmates (from 453,000 i n  1978 t o  622,000 i n  1982) have 

strained the resources of a1 ready overburdened State and city institutions. 

To he1 p provide some guidance to 'j uri sdictions faced w i t h  unappeal i ng 

a1 ternatives t o  overcrowded prisons, the Inst i tute  i s  conducting a major 

program of research and evaluation on this  problem. The effects of 

early release proyrains are being examined in terms of rel ief  t o  the 

insti tutions as well as' the even more important potential effects on 

public safety. 

offender are being assessed. 

drug testing, the Inst i tute  i s  attempting t o  improve pretrial release ~ 

decisions by identifying high-risk defendants. 

The benefits of targeting scarce resources a t  the violent 

In a d d i t i o n ,  t h r o u g h  a prograin of  defendant 

OJARS also supports a nationwide public eduation campaign on crime 

prevention i n  cooperation w i t h  the Advertising Council , Inc. and  the 

Crime Prevention C o a l i t i o n ,  a g r o u p  of a b o u t  90 Federal agencies, national 

groups, and State programs. The h i g h l y  successful effor t  brings t o  the 

Alnerican people practicdl , down-to-earth recom66ndations on how t o  make 

themselves, their  far,iilies, thel'r homes and their  neighborhoods safe froin 

crime. . I t  promotes col lective ci  tizeti proyrarns such as Neighborhood 

Watch. 

new o r  taken some preventive action as a result of th i s  educational 

program. I n  a d d i t i o n ,  the progrdin has helped create a reddiness on the 

p a r t  of  tne citizens t o  ass i s t  i n  the f i g h t  dgainst crime, a readiness 

OJARS estimates t h a t  d b o u t  30 million people have learned soinething 

I 
ti 
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r e f l e c t e d  i n  t h e  f a c t  t h a t  about one- i n  s i x  Americans now p a r t i c i p a t e s  

i n  some s o r t  o f  organized cr ime p reven t ion  a c t i v i t y .  The s- igni f ieant 

decreases i n  r e s i d e n t i a l  b u r g l a r i e s  experienced i n  1982 are a t t r i b u t e d  a t  

l e a s t  i n  p a r t  t o  these growing c i t i z e n - p o l i c e  ccmmunity c r ime  p reven t ion  

a c t i v i t i e s .  

S ta te  and Loca l  Government I n i t i a t d v e s  

A number o f  S ta te  and l o c a l  governments a re  a c t i n g  i n  c r e a t i v e  ways 

t o  reduce c r im ina l  a c t i v i t y  o r  respond t o  i t  i n  a more e f f e c t i v e  manner. 

Examples f o l l ow :  

Statewide Crime Preven t ion  Program: Pennsylvania. The Pennsylvania 

Council  on C r i m e  and Delinquency has rece ived  nat ionwide a t t e n t i o n  i n  

developing community and p o l i c e  deparment  p a r t i c i p a t i o n  i n  the s ta tewihe 

Crime Watch program. One o f  t h e  bas ic  goals i s  to  see t h a t  every p o l i c e  

department i n  the  S ta te  has a c e r t i f i e d  cr ime p reven t ion  o f f i c e r .  To 

date, more than  2,000 Q f f i c e r s  have been c e r t i f i e d  i n  t he  bas ic  course and 

675 o f f i c e r s  have completed t h i s  advanced t r a i n i n g  program. 

inc luded  i n  t h e  Pennsylvania cr ime prevent ion i n i t i a t i v e  was the i n c l u s i o n  

' 

1 Recent ly 

o f  a "model c i t y  program." Th is  program inc ludes  a l l  o f  the  elements of  

a c m u n i  ty-based cr ime prevent ion program and a1 so provides spec ia l  

t r a i n i n g  f o r  a l l  munic ipa l  e lec ted  o f f i c i a l s .  

Repeat Offenders:  Mary1 and. The ?4aryland Cr imina l  J u s t i c e  

Coord inat ing Counci.1 and i t s  Repeat Offender Task Force have designed a 

unique exper imental  program t o  reduce ser ious  del inq i ient  and c r i n i n a l  . 
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a c t i v i t y  by repeat offenders. 

(ROPE) i s  intended t o  improve the way a d u l t  and j u v e n i l e  repeat offenders 

are apprehended, prosecutedlpet i t ioned, convictedladjudicated, sentenced/ 

The Repeat Offender Program Experiment 

disposed, and incarceratedlcommitted, through a concentrated and coordinated 

e f f o r t  by State and l o c a l  j u s t i c e  agencies. 

i n  Cat i fo rn ia  

Victims: Ca l i fo rn ia .  Several b i l l s  were enacted i n  September 1983 

r e l a t i n g  t o  v i c t ims '  compensation t h a t  implement prov is ions 

o f  Cal i f o r n i a  

Assembly B i t  1 

be made payab 

s v i c t i m ' s  b i l l  o f  r i gh ts ,  otherwise known as Propos i t ion  8. 

2041 provides t h a t  r e s t i t u t i o n  f i nes  imposed on offenders 

e t o  the c l e r k  o f  the cou r t  o r  . the person responsible f o r  

the c o l l e c t i o n  o f  f ines. 

would r e s u l t  i n  the payment o f  f i nes  f rom wages o f  pr isoners and wards. 

F a i l u r e  t o  pay the f i nes  i n  c e r t a i n  cases 

Under compell ing o r  ext raord inary circumstances, the offender may be 

sentenced t o  perform community services. Assembly B i l l  1087 def ines 

r e s t i t u t i o n ,  and provides f o r  the imposi t ion o f  spec i f i c  r e s t i t u t i o n  

f ines and f o r  payment of those f ines.  Assembly B i l l  331 establ ishes a 

State-mandated l oca l  program r e q u i r i n g  probat ion o f f i c e r s  t o  n o t i f y  

v i c t ims  o f  t h e i r  r i g h t s  t o  c i v i l  recovery against the defendant and o f  

the opportuni ty  t o  be compensated f rom the Res t i t u t i on  Fund. 

Crime Prevention: Texas. Texas homeowners can q u a l i f y  f o r  d f i v e  

percent reduct ion i n  hoineowners insurance premiums f o l l  owing property 

c e r t i  f i c a t i o n  by a qua1 i f i e d  secur i ty  inspector.  

p rogram was i n s t i t u t e d  by the State h a r d  of  Insurance i n  compliance 

The reduced premium 

d i t h  a ineasure e n x t e d  hy t he  S t a t e  L e g i s l d t y r e  designed t o  o f f e r  incent ives 



f o r  l essen ing  t he  oppo r t un i t y  fo r  crime. 

by t h e  Texas Crime Preven t ion  I n s t i t u t e  and c e r t i f i e d  fo l l .owing coinpiet ion 

o f  one o f  t h e i r  courses. 

S e c u r i t y  i nspec to r s  a re  t r a i n e d  

C i  t f t en- Or i en ted  Pol  i c e  Encounters (COPE 1 : Bal t imore. COPE i s an 

i nnova t i ve  u n i t  o f  45 p o l i c e  o f f i c e r s  who survey t a rge ted  neighborhoods 

t o  determine c i t i z e n ' s  f ea r s  and t h e  unde r l y i ng  problems t h a t  c o n t r i b u t e  

t o  those fears.  I n  some cases, they found t h a t  the  f e a r  i s  cons iderab ly  

g rea te r  than t h e  ac tua l  problem. I n  these cases, they t r y  t o  r e c t i f y  

t he  s i t u a t i o n  through education. 

f e a r  i s  j u s t i f i e d  by a cr ime p r o b l w ,  the u n i t  seeks t o  address t he  

I n  those ins tances  where t he  community's 

unde r l y i ng  problem c o n t r i b u t i n g  t o  t h a t  fear.  The u n i t  does n o t  adopt 

the  t r a d i t i o n a l  p o l i c e  approach t o  so l v i ng  problems, b u t  r a t h e r  looks  

beyond t r a d i t i o n a l  po l  i c e  departmental remedies t o  sol u t i o n s  t h a t  b e t t e r  

. 

u t i l i z e  a1 1 t h e  community's resources. 

Hampton Neighborhood Watch: Hampton, Va. Community cr ime p reven t ion  

p r o j e c t s  such as. t h e  Hainpton Neighborhoo-d Watch Program may have t he  

l a r g e s t  s i n g l e  impact on cr ime reduct ion.  The p o l i c e  p rov ide  guidance, 

i n  e s t a b l i s h i n g  neighborhood groups, disseminate i n f o r n a t i o n  regard ing  

cr i ine prevent iSn dnd s e l f - p r o t e c t i o n  t o  the group mernbers, and show 

c i t i z e n s  tiow they can de tec t  c r ime and q u i c k l y  r e p o r t  susp ic ious events 

t o  the  po l i ce .  C i t i z e n s  a re  a lso  g iven t he  oppo r t un i t y  t o  r e l a y  t o  the  

po l  i c e  t h e i r  pe rcep t ions  o f  p a r t i c u l a r  neighborhood problems. T h e  b e n e f i t s  

o f  neighborhood watches-- fear reduct ion,  b e t t e r  cooperat ion betveen the  
I 
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po l ice  and the community, and an increased c i t i z e n  awareness o f  how t o  

reduce crime--have caused them t o  be rep l ica ted  by many o f  the Nation's 

pol i c e  departments. 

Community-Oriented P o l i c i n g  (COP): Santa Ana, C a l i f .  Santa Ana's 

Comnuni ty-Oriented Pol i c i n g  (COP) i s  a mu1 ti faceted ccmnuni ty 

crime prevent ion program which br ings  together cmmuni ty members, 

l a w  enforcement o f f i c i a l s  and others to f i n d  workable solut ions to  the 

problem o f  cr ime i n  the community. The p o l i c e  department has reorganized 

i t s  pa t ro l  beat  i n t o  small community-based e f f o r t s  to solve the cr ime 

problems. 

Neighborhood Watch have been imp1 emented and sustained over l ong  periods 

o f  time. These types o f  community crime prevent ion e f f o r t s  as wel l  as 

the  c lose  working r e l a t i o n s h i p  between the po l ice  and the ccmmunity have 

Ef fec t ive  community cr ime prevention programs such as 

had a dramatic impact on crime and the de l ivery  of p o l i c e  services. 

In  summary, crime i n  urban America i s  a c r i t i c a l  problem t h a t  must 

be ameliorated i f  our c i t i e s  are  to remain v iab le  places i n  which to  

l i v p  and work. Each l eve l  o f  government must do i t s  p a r t  i f  the recent  

downward trend i n  crime ra tes  i s  to  continue. As t h i s  summary o f  

i n i t i a t i v e s  reveals,  the Adminis t rat ion i s  s t rong ly  committed t o  leading 

the f i g h t  against drug t r a f f i c  and organized crime; encouraging humane 

treatment o f  v ic t ims and witnesses, p lay ing a coord inat ing r o l e  i n  federal , 

S t a t e ,  and local  l a w  enforcement e f f o r t s ,  and disseminating in format ion 

about e f f e c t i v e  c r im ina l  j u s t i c e  and crime prevention methods. 



B u t  S ta te  and local governments, w i t h  the assistance of individual 

c i t izens  and organized groups, Riust continue t o  bear the b r u n t  o f  the 

responsibility for  reducing crime and the fear  of crime, and thereby 

improving the quality of urban l i fe .  The part ial  l i s t  of Sta te  and 

local i n i t i a t i v e s  above demonstrates t ha t  Sta tes  and l oca l i t i e s  have the 

capacity t o  carry o u t  their responsibility w i t h  ingenuity and imagination, 

and as these efforts are  multiplied, c i t i e s  will  become safer places i n  

which t o  l ive and work. 
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NOTES 

All af the figures i n  this section on IIicome, health, and human 
services are drawn from the following sources and use 1970 SMSA 
definitions unless otherwise indicated. U.S. Bureau of the Census, 
"Social and Economic Characteristics of the Metropol itan and 
Nonmetropol i t a n  Population, 1977 and 1970," Current Population 
Re orts ,  Special Studies, Series P-23, No.75, November 1918 ; and * ished comparable data for 1975, 1980, 1981, and 1982. 

The official  poverty level 'amounts t o  approximately three times the 
Oepartinent of Agricul turels  economy food plan, adjusted for family 
size and composition and pldce o f  residence. 
t o  keep pace with the Consumer Price Index. 

Statement o f  David A. Stockman, Uirector, Office of Management and 
Budget, before the U.S. Congress, House Ways dnd i4eans Subcommittee on 
Oversight, and Public Assistance and Unemployment, November 3, 1983, 
p. 6, 8. 

I t  i s  increased annually 

U.S. Bureau of the Census. 
Value of o f  Noncash Benefits: 
February 1984. 

"Estimates o f  Poverty Including the 
1979 t o  1982." Technical Paper 51, . 

Statement of 3avid Stockman, OJ.. c i t . ,  p. 11. 

The discussion of periods on welfare i s  based on two studies by 
Mary Jo Bane and David T. Ellwood of Harvard University: 
Ilynainics of Dependence: 
1983, and " S l i p p i n g  I n t o  and O u t  o f  Poverty: 
August 1983. 
testimony cited above, p .  26-32. 
studies of income and poverty, see Years of  Poverty, Years of  Plenty, 
by Greg J .  Duncan e t  a l .  A n n  Arbor: Inst i tute  f o r  Social Research, 
University of M i c h c a n ,  1984. 

U.S. Bureau of the Census. "Characteristics of the P o p u l a t i o n  Below 
the Poverty Level: 1982." Consumer Income, Series P-60, No. 144, 
Warch 1984. 

"The 
The Routes t o  Sel f-Sufficiency ,'I June 

For a summary o f  l o n g i t u d i n a l  

The Dynamics of  Spe.lls," 
These studies are  also discussed in David Stockman's 

Statement o f  David Stockman, - -  op.  c i t . ,  p. 15-17. 

I b i  d.  , 18-20. - 
I b id . ,  20-21. - 
U.S. President's Task Force on Food 'Assistance. 
Xeport, January 9, 1984. 

Summary o f  F i n a l  
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13 

14. 

15. 

16. 

17. 

18. 

I b i  d. 

U.S. Bureau o f  the Census. "Character is t ics o f  Households and Persons 
Receiving Selected Noncash Benefi ts:  1980, I' and Advance Data f o r  

- 

1982, Cuprent Populat ion Reports. Consumer Income, Series P-60, 
Ijo. 131, May 1982 ; and No 141, September 1983. 

U.S. Department o f  Agr icu l ture,  Food and N u t r i t i o n  Service, Management 
In fo rmat ion  Div is ion,  unpublished data. These f i gu res  the  value o f  
bonus commodities t h a t  USDA donates t o  the programs. 

U.S. Bureau o f  t he  Census. "Charac ter is t i cs  o f  Households and Persons 
Receiving Noncash Benefi ts,"  x. - c i t .  

Data on c h i l d  care were provided by the Office of Ass is tan t  Secretary 
f o r  Po l i cy  and Evaluation, U.S. Department o f  Health and Human 
Services 

Data and prograin in format ion on education were provided by the U.S. 
Departnen t o f  Education. 

Data and program informat ion on crime 'and law enforcement were provided 
by the O f f i c e  o f  L e g i s l a t i v e  Af fa i rs ,  U.S. Department o f  Just ice.  
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This chapter describes how the  Adminis t rat ion 's  e f f o r t s  t o  promote 

economic recovery and res to re  balance i n  the Federal system have af fected 

. var ious aspects o f  the urban physical environment, i nc lud ing  housing, 

State and loca l  i n f ras t ruc tu re ,  and a i r  and water qua l i t y .  

responses to these p o l i c i e s  and i n i t i a t i v e s  a r e  also deta i led.  

State and loca l  

HOUSING 

President Reagan a f f i rmed the imp1 i c i  t re la t i onsh ip  between the housing 

needs o f  the Nation and i t s  economic heal th when he stated, " I  be1 ieve 

t h a t  our c i t i z e n s  should have a r e a l  opportunity t o  l i v e  i n  decent, 

a f fordable housing. 

through sound economic pol i c i e s  .'I1 

I pledge to f os te r  good housing f o r  a l l  Americans 

With the dramatic drop i n  i n t e r e s t  rates and i n f l a t i o n ,  housing 

s t a r t s  reached 1.7 m i l l i o n  un i t s  i 'n 1983, a 60 percent improvement over 

the previous year. The outlook f o r  1984 i s  equal ly  promising. S tar ts  

i n  the f i r s t  quar te r  o f  1984 averaged 1.95 m i l l i o n  un i t s  on a seasonally 

adjusted annual basis. I n  add i t ion ,  an estimated 290,000 u n i t s  o f  

manufactured housing w i l l  be produced i n  1984. The dramatic drop i n  

mortgage ra tes  brought about by the  President 's Economic Recovery Program, 

from 17.5 percent t o  1 2  percent f o r  FHA-insured mortgages, has made 

homeownership possib le f o r  c lose  to f i v e  m i l  l i o n  f a m i l  i e s  prev iously  

unable to a f f o r d  a house. 

d 
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For low-income f a m i l i e s  , approximately 3.3 mil 1 ion housing units 

were rece iv ing  a s s i s t a n c e  from HUO housing programs by the end of 1981. 

T h i s  number is pro jec ted  to grow to f o u r  m i l l i o n  by the end o f  1985. 

F o r  both  home buyers and low-incane persons,  the Reagan Adminis t ra t ion 

has focused on making housing more a f f o r d a b l e .  This focus  marks an 

important  tu rn ing  p o i n t  i n  the Nat ion 's  housing p o l i c y  and i s  the Adminis- 

t r a t i o n ' s  response to  current housing t rends .  

a t  inc reas ing  the supply and q u a l i t y  of housing. 

Previous pol icy aimed 

However, housing t r e n d s  

a r g e l y  problems of the p a s t  

housing problem. 

reveal  t h a t  adequacy and a v a i l a b i l i t y  a r e  

and t h a t  a f f o r d a b i l i t y  i s  now the Nat ion 's  primary 

Housing trends a r e  summarized b r i e f l y  

Housing A v a i l a b i l i t y  

be1 ow. 

The Nat ion 's  year- round housing s tock  increased by 19 percent between 

1973 and 1981, an i n c r e a s e  of 14.3 m i l l i o n  un i t s .  

a d d i t i o n s  t o  the housing s t o c k  occurred i n  the rap d l y  growing regions of 

the South and Nest and i n  the suburbs  of metropol i tan  a r e a s  ( E x h i b i t  V - 1 ) .  

In the same p e r i o d ,  owner-occupied un i t s  increased more r a p i d l y  than 

ren ter- occupi  ed units , from 64.4 ,percent of a1 1 occupied units i n  1973 t o  

65.3 p e r c e n t  i n  1981. T h i s  surge i n  homeownership was a l l  the more 

remarkable given the a c c e l e r a t e d  r a t e  of household formation led by 

household types  n o t  t r a d i t i o n a l l y  homeowners--that i s ,  s i n g l e s  and female- 

Most of the net  

headed f a m i l i e s .  
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EXHIBIT V-7 

Year-Round Housing Units by Location: 1973 and 1981 
.(Number*of Units in Millions) . 

Number of Units . Change in Units: 
1973 1981 . 1973 1981 

Number Percent 

Location 

All Units 75.3 89.6 14.3 19.00!0 
By Region: 

Northeast 17.4 19.0 1.6 9.2 
North Central 
South 24.0 29.8 5.8 24.2 
West 13.8 17.6 3.8 27.5 

20.2 23.2 3.0 0 14.9 . 

w By SMSA Location: 

In SMSA's 51.0 60.5 9.5 18.6 

Outside Central Cities 26.9 34.0 7.1 26.4 

Outside SMSA's 24.3 29.1 4.8 19.8 

Inside Central Cities 24.1 26.5 2.4 10.0 

Source: US. Department of Housing and Urban Development.' 1983 National Housing Produc. 
lion Report. Table 6-2. 



. _  
-146.- 

' Federal income tax deductions f o r  mortgage i n t e r e s t  and property t ax  

expenditures cont inue t o  enhance the demand for housing. Another f a c t o r  

f u e l i n g  the  demand dur ing  most o f  the  1970's was the perception t h a t  . 

homeownership was a hedge against i n f l a t i o n ,  s ince  houses Were one o f  the 

most r a p i d l y  appreciat ing investments ava i l  able. Between 1979 and 1981; 

however, as i n t e r e s t  ra tes  soared t o  a l l - t ime  highs, t he  purchase o f  a 
' 

home became more d i f f i c u l t ,  i f  no t  impossible, f o r  an increasing number 

o f  households. 

increases have moderated, f a l l i n g  f r o m  the annual increases o f  12 t o  14 

percent i n  1976 to 1979 per iod  t o  around e igh t  percent i n  1981. 

As a consequenee o f  t h i s  reduced demand, house value . 

a t  a s 

market 

needed 

decl i n  

Gross ren ts  ( r e n t  plus u t i l i t i e s )  also increased i n  t h i s  period, b u t  

ower rate.  Although ren ta l  markets were t i g h t  i n  some areas, the  

has general ly  responded by making housing ava i lab le  where i t  i s  

Census and Annual Housing Survey data sh0.w t h a t  slow-growth and 

ng areas tend to have low vacancy ra tes  whi le . fast -growth areas 

tend to  have h igh vacancy ra tes  as newly b u i l t  u n i t s  s l o w l y  become f u l l y .  

rented. 

Housing Adequacy 

Severely inadequate housing u n i t s  lack  some o r  a1 1 plumbing f a c i l i t i e s ,  

w h i l e  moderately inadequate housing un i ts  tend t o  need bet ' ter maintenance. 

By e i t h e r  c r i t e r i o n ,  housing q u a l i t y  has improved markedly i n  recent 

decades. I n  1983, only  2 .7  percent o f  a l l  metropol i tan households l i v e d  

i n  s e v e r e l y  inadequate un i t s ,  wh i le  an addi t ional  4.8 percent l i v e d  in 

moderately inadequate un i ts .  These percentages were hiaher f o r  ren ters  
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than f o r  owners and were hi.gher s t i l l  f o r  very low-income ren te rs  ( those 
I 

w i t h  incomes l e s s  than 50 percent  of t h e i r  metropol i tan area's median 

income). 

inadequate uni ts ,  wh i le  an add i t iona l  9.7 percent l i v e d  i n  moderately 

inadequate units.  Another 6.4 percent of these households l i v e d  i n  

For example, 7.5 percent of these households l i v e d  i n  severely 

phys i ca l l y  adequate u n i t s  t h a t  were overcrowded. While there i s  cont inuing 

need f o r  improvement i n  housing q u a l i t y  , the  most severe housing probl ern 

fac ing  very 1 ow-inccme households i s  housing a f fo rdab i l  i ty. 
. I  

Housina A f f o r d a b i l i t v  

Problems o f  housing af fordabi l  i t y  have escalated i n  recent  years, . 

espec ia l l y  f o r  low-income households and f i r s t - t i m e  homebuyers. While 

income increased f o r  homeowners by 90 percent between 1973 and 1981, 

housi ng costs have r i  sen more rap id l y .  A1 though ren ter  income i ncreased 

by 58 percent, gross ren ts  ( r e n t  p lus u t i l i t i e s )  increased less  r a p i d l y  

than income. However, because more households have turned t o  homeownership, 

the propor t ion o f  the remaining renters paying a s izable share o f  t h e i r  

income f o r  r e n t  has increased. In 1981, 54 percent o f  a l l  renters paid 

more than 25 percent of t h e i r  inccmes f o r  r en t  ccm7ared to  4 1  percent i n  

1973. I n  metropol i tan areas, 5 6  percent o f  very low-income households 

who l i v e d  in otherwisa adeqliate housing paid more than 30 percent o f  

t h e i r  incomes f o r  r e n t ,  t h i s  cornpares w i t h  1 0  percent o f  the remaining 

metropol i tan ren ter  households. 

househol ds i n me tropol  i tan areas w i t h  a housi ng probl em i n  1981, f ul l y  

. O f  the 6.95 m i l  l i o n  very 1 ow-inccme 
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70 percent lived i n  adequate and uncrowded housing,  b u t  pa id  more t h a n  

30 percent of their  inccmes for , ren t .  

Rental Housing . * 

Rental housing provides she1 t e r  for  29 million American households; i t  

constitutes more t h a n  one-third of a l l  occupied u n i t s ,  b u t  more t h a n  

ha1 f of a1 1 occupied units i n  central ci t i es  of metropol i t a n  areas. 

Unsubsidized rental units are the major source of housing fo r  renters, 

constituting almost 90 percent of the Nation's rental hous ing  stock. 

. .  

During the 1970's, concern was frequently voiced a b o u t  a rental 

housing cris'is, w i t h  frequent assertions that  the rental stock was 

decreasing due 'to production shortfalls , conversions to  condominiums , and 

widespread abandonment. In fact ,  the United States rental housing stock grew 

substantially every year, averaging some 400,000 . a d d i t i o n a l  units annually.  

I n  1951, a b o u t  600,000 rental units were added. The same general t rend 

occurred inside central c i t i e s  as well as outside t h e m .  

Preliminary d a t a  f o r  1983 indicate t h a t  a b o u t  135,000 new, 

unsubsidized rental apartments were ccmpleted , accounting f o r  almost h a l f  

of a1 1 new mu1 t i f a m i l y  construction. This represents a 15 percent increase 

over 1982. In a d d i t i o n ,  the rental vacancy rate  continues to  r e x i n  well 

above the normal f ive  percent mark; f o r  some types of units, the vacancy 

rate exceeds six percent. 
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Markets do exis t  i n  which rent controls, h i g h  prices, or other 

market-di storting mechanisms have combined t o  reduce the supply of rental 

housing, particularly for lower-income households. 

weight  of available evidence indicates no current o r  long-run shortage o f  

rental housing i n  the United States, a l though there may be shortages i n  

particular rental marketso2 

However, the overwhelming 

Low-Income Housing 

The poor primarily are confronted w i t h  problems of affordability: they 

cannot afford t o  pay f o r  standard quality housing t h a t  i s  available. 

The Administration i s  pursuing three avenues o f  remedy t o  help poor 

. families: f i r s t ,  i t  is  expanding the number> of households receiving 

housing assistance; i t  also i s  taking steps t o  assure t h a t  housing a i d  

goes t o  families t h a t  have the greatest need; and t h i r d ,  i t  i s  p r o v i d i n g  

new construction and hous ing  rehabilitation funds t o  those few groups 

and areas whose production and housing stocks needs are not being served 

by the private market. 

The Reagan Administration has been steadily increasing the number 

of  households residing i n  units receiving assistance payments. 

payments are i n  several forms: direct assistance tostenants under the 

Section 8 program, public hausing debt service, operating subsidy, lease 

payments, payment o f  interest  rate subsidies t o  projects reserved for 

low-income tenants, or some combination o f  two o f  the above subsidies. 

The number o f  families assisted by these mechanisms has grown from 3.2 

T'nese 
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mi l i i on  households i n  Fiscal Year 1981 to  3-7 mi l l i on  households i n  

Fisial Year 1983. The number of assisted households will approach four 

m i l l i o n  by Fiscal Year 1985. 

Funds appropriated for hous ing  assistance i n  Fiscal Year 1984 and 

requested by the Department i n  Fiscal Year 1985 will support approximately 

100,000 additional households i n  each of these years. The annual increase 

of 100,000 units was agreed upon by Congress, the Department, and the 

Office o f  Management and Budget as an orderly and significant number 

which will provide assistance for  the Nation's 8@O,O@C "worst case" 

households. "Worst case" households, identified by studies as hav ing  

the most urgent shelter needs, are defined as  households t h a t  are spending 

more than 30 percent of their  income t o  l ive  i n  substandard housing. . 

Voucher Program 

The cornerstone of the Reagan Administration's assisted housing pol icy 

i s  the housing voucher program. 

supplement t h a t  improves a poor family's purchasing power for shel ter. 

This allows assisted families t o  seek housing i n  the open market l ike 

any other family shopping i n  the private sector. 

The voucher program provides a n  income 

program 

u t i l ize  

shel t e r  

The voucher program modifies a n d  builds on the Section 8 Existing 

w h i c h  currently serves over 750,000 households. Bo th  programs 

the existing hous ing  stock already i n  place i n  a community, thus 

n o  a greater number of tenants on a more economic basis. The free 



market characteristics of the p r o g r a k  allow tenants a greater choice of 

units and communities. That  makes b o t h  the voucher program and Section 8 I 

the community to low-income residency. A recent court decision recognized 

this superiority i n  programs t h a t  .use existing housing when i t  chided a 

pub1 i c  housing authority (PHA)  for concentrating on new construction 

when "the Section 8 Existing program . . . offered the best opportunity 

t o  solve the housing segregation problem." 

The voucher program i s  basycally very simple: 

e The voucher i s  issued by a.local public housing au 
. a family or an  individual .eligible for housing ass 

,hority t o  
stance. 

e The voucher allows the family t o  shop for decent, safe and  
sani tary rental housi ng and guarantees payment t o  the 1 and1 ord 
for a portion of the rent. 

0 HUD pays the difference between 30 percent of the family's adjusted 
gross income and a reasonable rent level f o r  a piven.area. 

0 The subsidized family has an  a d d i t i o n a l  "shopping incentive" t h a t  
.a l lows i t  t o  balance cash resources w i t h  housing coals. 
may rent below the payment standard ( se t  a t  the 45 th  percentile o f  
an area's median rents) and pocket the savings, or i t  i s  free t o  
spend more, should i t  so choose. 

To appreciate the potential' f o r  effective housing assistance t h a t  i s  

The family 

offered by the voucher program, a simple comparison of  the voucher program 

w i t h  the costly programs of the past i s  useful. In Fiscal Year 1982, the 

Federal Government provided $4.9 bill ion in Section 8 New Construction 

budget a u t h o r i t y  t o  subs dize famil.ies i n  33,000 low-incone hous ng units. 

r 
L 

I 
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The same amount of budget authority would have provided 325,000 housekol d s  

w i t h  assistance through vouchers. The voucher subsidy, t h u s ,  i s  nearly 

10 times more effective t h a n  Section 8 associated w i t h  new construction. 

The contrast is even more persuasive when one considers the need f o r  

assistance a s  defined by the 800,000 "worst case'' households mentioned 

previously.. The 33,000 u n i t s  of new construction under Section 8 can 

serve only four  percent o f  the "worst case'' families, and the a i d  only 

- 

arrives a f te r  a 12-month to 24-month construction period. Vouchers 

would have aided 40 percent of the "worst case" families and would have 

delivered t h a t  assistance much more quickly t h a n  building new units. 

To guarantee t h a t  housing assistance flows to  families w i t h  the 
m 

greatest needs, HUD has  required t h a t  most future assistance be available 

for families w i t h  incomes a t  o r  below 50 percent of an area 's  median 

incame. In a d d i t i o n ,  the Department has made a special effor t  t o  target 

housing assistance to households t h a t  have had particular difficulty i n  

participating i n  HUD's programs i n  the past. 

have had difficulty i n  locating units appropriate for  their  needs. 

has  adjusted i t s  f a i r  market rents for i t s  Section 8 Existing proqram t o  

a l l o w  higher rents f o r  apartments w i t h  three or more bedrocms. Higher 

rents should motivate owners of large units to  participate i n  the Section 8 

Existing program. In  addition, a new Rental Rehabilitation program and  a 

Large families t r a d i t i o n a l l y  

H U D  

Housing Development Grant program wil l  assign a h i g h  priority t o  f u n d i n g  

projects t h a t  contain units w i t h  a large number o f  bedrooms. 
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The Adminis t ra t ion emphasis on the use of existing housing t o  meet the 

needs of lower income families is reflected i n  the new Rental Rehabili- 

tation program. 

i n  the 1983 Housing and Urban-Rural Recovery Act, the Rental Rehabilitation 

program will provide $150 m i l l i o n  t o  local i t ies  i n  both Fiscal Year 1984 

and Fiscal Year 1985 to refurbish 30,000 housing units i n  each year. 

Proposed by the Adminis t ra t ion and adopted by Congress 

. 

The design o f  the Rental Rehabilitation program is as follows: 

0 The Federal Government w i l l  provide grants t o  State and local 

0 State.and local governments can design their  own ptogran t o  

- grants t o  developers. 

governments on . a  formula basis. 

meet locally determined goals. They can use either loans o r  

0 State and local governments may choose t o  supplement their  
' Federal rehabil S t a t i on  funds w i t h  other money--for example, 

Community Development Block Grant funds--or they can leverage 
private investment. In any case, leveraging i s  assured since 
the rental rehab subsidies wilt no t  exceed ha l f  the cost o f  
renovating the units. 

e Rehabilitation assistance .wil l  be targeted t o  low-income neighbor- 
hoods where a t  least  80 percent of  the rehabilitated units will 
be affordable and  available f o r  very low-income families. 

0 HUD will provide 10,000 vouchers from the voucher demonstration 
and  as many as 20,000 Section 8 cer t i f icates  as an a d d i t i o n a l  
resource t o  help communities meet their  rehabilitation needs. 
These vouchers and cer t i f icates  can either support tenants i n  
the renovated units o r  be used t o  a i d  tenants displaced by 
rehabilitation. 

The full-fledged Rental Rehabilitation program w i l l  b u i l d  on a very 

successful demonstration program. In 1981 and  1982, a % o t a l  o f  1P5  c i t i e s  
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. and  counties were selected t o  participate i n  the program. These communities 

chose to  spend a total  of $46 mil l ion  of their  Community Development 

Block Grant funds to  support housing rehabilitation. HUD provided 6,700 

Modified Section 8 Existing Certificates as additional support fop this 

effort .  Another 8,000 Section 8 Existing Certificates will support round 

three of the demonstration which will run  concurrently w i t h  the advent of 

the regular program. The demonstration program has  proved t o  be a valuable 

resource for low-income people. After rehabilitation, 93 percent of the 

I 

r units were brought onto the market w i t h i n  the Section 8 f a i r  market rents 

and 82 percent of the u n i t s  a re  occupied by low-income households. 

Tax Incentives fo r  Private Production of Rental Housing 

Changes i n  the treatment of i'ncome from.renta1 properties under the 

Economic Recovery Tax Act (ERTA 1 have greatly increased prof i t a b i  1 i t y  o f  

i 

r 
rental housing, w i t h  important implications for  urban areas and their  

large rental stock. New provisions i n  the t ax  code increase the rate a t  

which both new and existing properties can be depreciated by a l l o w i n g  

investors t o  use a 15-year capital recovery period. 

The accelerated depreciation rate was increased from 125 percent t o  

175 percent o f  declining balance for existing rental properties and  

decreased from 200 percent t o  175 percent fo; new units. Low-income 

rental housing can now be depreciated using the 200 percent declining 

balance method. 

.construction period property tax  and interest  expenses a n d  rediiced the 

Other provisions established a 10-year amor t i za t ion  o f  

amount of  c a p i t a l  g a i n  taxed as ordinary income on a sale o f  the property. 
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A t  current rates, i t  i s  estimated t h a t  w i t h  13 percent mortgage 

interest ,  these tax changes make possible a long-term reduction i n  rents 

of approximately 40 percent through increased supply of rental units. 

Most investment analysts maintain that ,  i n  the long term, a t  l eas t  some 

of the special tax benefits available t o  renta? housing relative t o  

competing investment opportunities are passed through t o  renter households 

i n  the form o f  reduced rents. 

- 

Included i n  ERTA was an increase- i n  the investment t a x  credit  for 

cer t i f ied historic rehabilitation from 10 t o  25 percent; under the new 

law a 20 percent t a x  credit  i s  permitted fo r  rehabilitation o f  nonresidential 

b u i l d i n g s  a t  least-40 years o l d  and a. 15 percent credit  for  rehabilitation 

of  b u i l d i n g s  a t  l eas t  30 years old.  

t o  "help revitalize the economic prospects o f  older locations and prevent 

the decay and deterioration of distressed urban areas.'I3 

These credits were included specifically 

Success of this  particular t a x  subsidy proaram i s  evident from the 

fact  t h a t  nearly 2,000 projects qua1 ified f o r  the historic rehabilitation 

tax credit  d u r i n g  the f i r s t  three quarters of FY 1983 alone, representing 

t o t a l  investment o f  some 31.3 b i l l i o n .  More t h a n  one-third o f  the rehabili- 

tated historic housing has been made a v a i l a b l e  t o  low- and  moderate-income 

households . 
_ .  

Housina DeveloDrnent Grant  Proaram 

T h e  1983 Housing and Urban-Rural Recovery Act also authorizes a 

Housing Development Grant  program for the construction o f  new units i n  



communities deemed t o  be s u f f e r i n g  from a severe shortage o f  r e n t a l  

housing. 

$115 f o r  F i sca l  Year 1985. 

The program i s  funded a t  $200 m i l l i o n  fo r  F i s c a l  Year 1984 and 

E l i g i b l e  c i t i e s  t o  p a r t i c i p a t e  i n  t h i s  program ‘ . w i l l  be-determined 

by ob jec t i ve l y  measurable c r i t e r i a  provided fo r  under the statute:  

ex ten t  of poverty, the extent  of occupancy o f  phys ica l l y .  inadequate 

the  

housing by lower-Sncome fami l ies,  the ex ten t  o f  housing overcrowding 

experienced by lower-income fami l ies ,  the l e v e l  and durat ion o f  ren ta l  

housing vacancies, and the ex ten t  of the l a g  between the estimated need 

fo r  and the product ion o f  new ren ta l  housing. I n  add i t i on  t o  e l i g i b l e  

c i t i e s ,  otherwise i n e l i g i b l e  c i t i e s  can submit p r o j e c t s  f o r  funding i f  

they meet a special  housing need o r  cont r ibu te  t o  neighborhood preser- 

va t i on  goals. Grant awards w i l l  be made t o  c i t i e s ,  urban counties, o r  

States ac t i ng  on beha l f  o f  c i t i e s  and urban counties. Grants w i l l  be 

made on the basis  o f  a nat ional  cbmpetit ion. 

Housing f o r  the E lde r l y  and Handicappped 

~ 

The Adminis t rat ion recoanizes t h a t  pr ivate’product ion may not be 

s u f f i c i e n t  t o  meet the special  needs o f  e l d e r l y  households. Therefore, 

i t  i s  cont inuing t o  support Section 8 new construct ion subsidies and 

d i r e c t  loans f o r  the Section 202 program f o r  the handicapped and the 

e lder ly .  

Since reac t i va t i on  o f  t h i s  program i n  1974, almost $6 b i l l i o n  

i n  Section 202 funding has allowed construct ion f o r  2,451 p ro jec ts  w i th  
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147,070 un i ts .  

received fund reservat ions t o t a l  i n ?  $633.3 m i l  1 ion. Approximately 

$666 m i l l i o n  fo r  the development o f  14,000 u n i t s  w i l l  be ava i l ab le  f o r  

fund reservat ion i n  F isca l  Year 1984. 

funding f o r  an add i t iona l  10,000 u n i t s  f o r  F isca l  Year 1985. 

I n  F isca l  Year 1983, 322 pro jec ts  w i t h  14,035 u n i t s  

The Adminis t rat ion has requested 

Publ i c  Housing 

Publ i c  housing i s  another ' important component of America's housing 

assistance network. The Adminis t rat ion views t h e  e x i s t i n g  Publ i c  Hous ng 

stock as a valuable resource. 

l i v i n g  i n  the 1.2 m i l l i o n  u n i t s  o f  pub l i c  housing. 

p u b l i c  housing u n i t s  i n  the Uni ted States are we15 managed, are i n  good 

repa i r ,  and are a cos t- e f fec t ive  source o f  ass is ted housina. 

percent o f  the uni.ts t h a t  are having problems, the Adminis t rat ion i s  

working hard t o  assure t h a t  there are no vacant o r  substandard un i t s .  

Current ly  there are over 3.5 m i l l i o n  people 

Ninety percent o f  the 
t 

For the  10 

The p r i o r i t y  t h a t  pub l i c  housing has w i th in  the Department o f  Housing 

and Urban Development i s  r e f l e c t e d  i n  the creat ion i n  1983 o f  an independent 

O f f i c e  f o r  Publ ic  and Indian Housing w i t h  i t s  own Assistant  Secretary. 

The Departmqnt i s  making every e f f o r t  t o  preserve and maintain the 

e x i s t i n g  cos t - e f fec t i ve  pub l i c  housing stock. To achieve t h i s  goa l ,  HUD 

has urged l o c a l  pub l ic  housing agencies t o  s t a r t  construct ion on the $2.1 

b i l l i o n  i n  modernization p ro jec ts  t h a t  are approved bu t  unstarted. 

F isca l  Year  1983, 92.6 b i l l i o n  i n  new modernization money was made avai lab le.  

An add i t iona l  $1.55 b i l l i o n  i n  modernization money w i l l  be d i s t r i b u t e d  i n  

Fisca l  Year  1914. 

I n  
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Congress has authorized 5,000 units of pub1 i e  housing new construction 

and 2,500 units of  Indian housing new construction i n  Fiscal Year 1984. 

In addition, the Department i s  br ing ing  t o  a start  a l l  feasible new 

construction projects a1 ready reserved. 

local agencies a choice of whether t o  proceed w i t h  new construction or 

whether t o  swap the i r  new construction units for Section 8 E x i s t i n g  

cer t i f icates  or modernization funds. 

In many instances, HUD i s  offering 

HUD provides public housing authorities w i t h  operating subsidies t o  

meet the day-to-day needs of PHA projects and to  make the repairs and 

replacements necessary for the smooth operation of  these projects. HUD 

i s  p r o v i d i n g  $1.2 b i l l i o n  i n  operating subsidies fo r  Fiscal Year 1984. 

HUD also has encouraged P H A ' s  t o  adopt  cost reductiop measures and t o  

inst i tute  management reforms i n  their  use of operating subsidies. 

Fiscal Year 1983, these ini t ia t ives  helped t o  reduce o b l i g a t i o n s  

f o r  operating subsidies by 5339 mill ion.  

For 

HUD 

local PHA 

"troubled 

problems. 

s acting decisively t o  improve public h o u s i n g  management where 

s have needed help. 

PHA's"--those w i t h  especially severe financial and operational 

This effor t  i s  concentrated on larger 

I t  includes intensive monitoring and technical assistance. 

Although-appropriate sanctions are invoked where necessary t o  o b t a i n  PIiA 

compliance w i t h  legal requirements, f o r  the most p a r t  this  effort  involves 

cooperation between the locality and HUD toward common program goals. 

On the local level , the involvement o f  the local yvernmeot, the 

tenants and the private sector--as well as the PHA i t se l f- - is  being 

i 

icrl 
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stressed. The Department has sent  HUD teams t o  t he  l o c a l i t i e s  t o  improve 

management or,  i n  d r a s t i c  circumstances, has i n s t a l l e d  p r i v a t e  management 

t o  rescue a PHA which i s  i n  danger o f  ser ious f i n a n c i a l  o r  phys i ca l  

de te r i o ra t i on .  The paramount goal i n  these e f f o r t s  i s  t o  p r o t e c t  the  

a v a i l a b i l i t y  o f  t he  u n i t s  and t o  f u r t h e r  t h e  i n t e r e s t s  o f  t h e  ass i s ted  

tenants. Some 21 l a r g e  PHA's  a re  'now c l a s s i f i e d  as " troubled" , b u t  26 

o the r  l a r g e  PHA's have been a b l e . t o  work themselves ou t  o f  t h i s  c l a s s i f i -  

c a t i o n  as a r e s u l t  o f  successful  Federa l- loca l  cooperation. . 

The Comprehensive Improvement Assistance Program (CIAP 1 i s  a 

p a r t i c u l a r l y  va luable resource, p rov id i ng  funds f o r  spec ia l  manaaement 
I 

and phys ica l  improvements f o r  p ro jec ts '  w i t h  long- term phys ica l  and s o c i a l  

v i a b i l i t y .  Since 1980 HUD has prov ided $8.6 b i l l i o n  to.PHA's t o  . 
modernize p u b l i c  housing., 

Local  a u t h o r i t y  and r e s p o n s i b i l i t y  f o r  p u b l i c  housing a re  r e c e i v i n g  

new emphasis under the  concept of loca l- Federa l  par tnersh ip .  Although 

HUD recognizes i t s  r e s p o n s i b i l i t y  t o  ensure compliance w i t h  the requirements 

o f  Federal law, there  i s  a wide margin f o r  l e g i t i m a t e  l o c a l  d i s c r e t i o n  

t o  meet the needs and preferences o f  p a r t i c u l a r  communities. 

Working w i t h  PHA's ,  tenants,  l o c a l  governments and the p r i v a t e  sector ,  

the  Admin is t ra t ion  i s  thus seeking t o  s t r i k e  a proper balance between the 

r o l e s  o f  the  Federal Government and t he  l o c a l i t y .  P a r t i c u l a r  emphasis i s  

be ing  g iven- - fo r  " t roub led  P H A ' s "  and the program i n  Ceneral--to the 

rol e o f  the  1 ocal government i n  p r o v i  d i  ng serv'ices, support and techn ica l  



-1 60- 

assistance to  the PHA tenants. New emphasis i s  also being given ts the 

provision of tenant services through local public and private agencies. 

In summation, the Administration's housing pol icy for low-income people 

i s  a ccmprehensive approach which rel ies  primarily on vouchers b u t  also 

makes use o f  construction and rehabilitation programs when unique needs 

i n  local market conditions warrant. 

Increasing Homeownership 

D 

The Administration's emphasis on making home buying more affordable 

has focused on serving those Americans who are ei ther  unserved o r  

undersewed i n  the private market--first-time home buyers, 1 ow- and 

moderate-income home buyers, and buyers of inner-ci ty  properties. For 

this  group, HUD now a1 lows lenders &o insure mortgages through the Federal 

Housing Administration (FHA)  t o  use s,everal innovative mortgage-instruments: 

e Shared Equity Mortgages, i n  which investors share the monthly 
mortgage payment i n  return f o r  a share of the t a x  benefits 
and, the equi ty of the home a t  the time of sale.  

e Graduated Payment Mortgages, which al low payments to increase 
a s  the homeowner's incane increases, i n  concert w i t h  b u i l  der 
subsidies of interest  rates on these mortgages. 

e Growing Equity Mortgages, i n  which the homeowner pays o f f  the  
mortgage more r a p i d l y  i n  exchange fo r  a lower interest  ra te .  

HUD has also o b t a i n e d  Congressional approval  f o r  use of adjustable 

r a t e  mortgages, w h i c h  a l low the interest  rate to  fluctuate u p  o r  down to  

reflect current market conditions. HUD i s  e v a l u a t i n g  the  market attractive- 

ness o f  home equi t y  conversion mortgages (Reverse Annuity Mortgages) for 



Such a mortgage i s  designed t o  reduce the  f i n a n c i a l  hardships of e l d e r l y  

homeowners by p e r m i t t i n g  them to tap  accumulated e q u i t y  'to meet such 

expenses as home maintenance, p rope r t y  taxes, u t i l i t i e s ,  and o the r  housing 

expenses w i t h o u t  g i v i n g  up t h e i r  property.  

I 

HUD a1 so has re laxed  i t s  unde rw r i t i ng  standards t o  g i ve  young f am i l  i e s  

a b e t t e r  oppo r t un i t y  t o  q u a l i f y  f o r  loans. Underwr i t ing c r i t e r i a  f o r  

e l i g i b i l i t y  has been re laxed from 35 percen t  f o r  housing expenses and 50 r 

percent  o f  t o t a l  f i x e d  o b l i g a t i o n s  t o  38 percent  and 53 percent  r espec t i ve l y .  

I n  add i t i on ,  t h e  Housing and Urban-Rural Recovery Ac t  o f  1983 conta ins 

t he  Department proposal f o r  l ower  downpayments on homes w i t h  a value of 
I 

$50,000 o r  less.  

house fr& $2,000 t o  $1,500, a r educ t i on  o f  25 percent. 

Th is  change w i l l  lower  the downpayment on a $50,000 

This  i s  a 

s i g n i f i c a n t  improvement f o r  the f i r s t - t i m e  homebuyer seeking e n t r y  l e v e l  

housing. 

I n  a d d i t i o n  to t a r g e t i n g  FHA insurance, HUD i s  t ak i ng  impor tan t  

steps t o  make i t s  insurance programs adopt p r i v a t e  market p rac t i ces  and 

thus make i t s  programs more e f f i c i e n t .  One such change was adopted i n  

t he  Housing and Urban-Rural Recovery Act. FHA no l onge r  w i l l  s e t  a f i x e d  

i n t e r e s t  r a t e  f o r  i t s  mortgage programs. Ins tead,  t h e  i n t e r e s t  r a t e  

w i l l  follow t he  determinat ion o f  t he  f r e e  market w i t h  t he  lender ,  buyer, 

and 'se l  l e r  s e t t l  i n g  upon an appropr ia te  mortgage r a t e  and p o i n t s  through 

open nego t i a t i ons .  The change should  he lp  reduce the  l a r g e  nuiqber of 

p o i n t s  f r equen t l y  assoc ia ted w i t h  FHA t ransac t ions .  These po in t s  were 
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o f ten  re f l ec ted  i n  a h igher  sales p r i c e  and caused a r t i f i c i a l  i n f l a t i o n  

o f  home pr ices.  

t o  en te r ta in  cont rac ts  from FHA purchasers. 

b e n e f i t  f r o m  lower home pr i ces  and a greater  choice o f  housing un i t s .  

I n  some instances-, h igh po in ts  made s e l l e r s  u n w i l l i n g  

Now FHA purchasers w i l l  

To b e t t e r  serve a l l  borrowers, HUD i s  seeking t o  p r i v a t i z e  i t s  

operations. 

community. 

D i r e c t  Endorsement. 

the p r i v a t e  lender. 

It i s  doing t h i s  through a par tnership w i t h  the lending 

For s i n g l e  family homes, a process 'has been i n s t i t u t e d  c a l l e d  

The underwr i t ing  of such loans i s  ac tua l l y  done by 

The loan package i s  then returned t o  HUD where, 

a f t e r  a few basic items are checked, HUD endorses a loan. This change 

w i l l  provide much quicker  serv ice f o r  the home buyer. 

app l i ca t i on  process whereby both lender and HUO make decisions. 

It el iminates the 

The time 

i s  saved t h a t  would be spent t ransmi t t i ng  documents between the lender 

and HUD, o f t en  several times i n  the course o f  one appl icat ion.  

course, the t ime which would have been consumed i n  HUD processing i s  

And, o f  

saved. Current ly,  36 percent o f  FHA insurance i s  bein! placed through 

d i  r e c t  endorsement. . 

HUD considers manufactured housing t o  be a v i t a l  f ac to r  i n  p rov id ing  

the opportuni ty  f o r  Americans t o  f u l  f i l l  t h e i r  dream o f  homeownership. 

FHA T i t l e  I insurance i s  an important too l  f o r  f inanc ing  manufactured 

homes. The Department i s  cont inuing t o  work t o  improve the T i t l e  I 

d 

program. 

t h i s  Adminis t rat ion 's  i n i t i a t i v e s  on manufactured housing. For example, 

the mortgage l i m i t  f o r  the purchase o f  a manufactured home was increased 

The new Housing and Urban-Rural Recovery Act implements many of  
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. from a maximum of $22,500 for a single section and a maximum of $35,000 

for a multisection home t o  a maximum of $40,500 for either size. The 
I 

mortgage limit has increased from $35,000 ($47,500 for two or more 

sections) t o  $54,000 for  a single or multisection manufactured home and 

lot .  The maximum dollar amounts may be increased i n  high-cost areas. 

The Admini stration took another important step for manufactured 

housing when i t  extended Tit le  I 1  mortgage insurance t o  manufactured 

homes b u i l t  t o  the HUD code and placed on a permanent foundat ion .  

Purchasers of a manufactured home now have the advantage of a lower 

interest  rate and  a longer loan term. 

f o r  the same monthly payment. 

They can finance a larger amount 

Expanding the Sources of Housing Finance 

Led by Secretary Samuel R. Pierce, J r .  the Administration has eniaged i n  

an extensive effor t  t o  expand the sources of hous ing  finance by reaching 

o u t  t o  major untapped sources i n  the capital markets, such as private 

pension funds  and foreign investors. Each 31 billion of new f u n d i n g  

attracted t o  mortgage investments, t h r o u g h  mortgage-backed securit ies o r  

other investments i n  the mortgage secondary market, can provide f inanc ing  

for as many as 20,000 homes. 

main elements: el i m i n a t i o n  of  regulatory restrictions; a major marketing 

This outreach effort  comprised four 

e f for t  aimed a t  pension fund managers, investment advisers and other 

c a p i t a l  market participants; improvement of housing investment instruments; 

a n d  overcoming barriers t o  acceptance of  American investment instruments 

on i n t e r n a t i o n a l  capital markets. 

I 
d 

. I  
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I n  the regu la tory  sphere, HUD has worked with the  Department o f  Labor 

s ince 1981 t o  brs’ng about a ser ies .o f  exemptions t o  regu la t ions  under the 

Employment Retirement Income Secur i ty  Act (ERISA). These exemptions 

enable p r i v a t e  pension funds t o  engage f ree ly  i n  almost a l l  normal 

business t ransact ions i nvo l v ing  mortgages. This makes i t  possible f o r  

I 
I 

an increasing propor t ion  of the over $700 b i l l i o n  of p r i v a t e  pension fund 

assets t o  be invested i n  housing. To communicate w i th  major capi ta l .  

market pa r t i c i pan ts ,  HUD has developed a p ioneer ing e f f o r t ,  i n  league 

wi th the Federal Nat ional Mortgage Association (FNMA), Federal Home Loan 

Mortgage Corporation (FHLMC 1, and p r i v a t e  secondary market pa r t i c i pan ts ,  

t o  in form pension fund executives about the new freedom under Department 1 
of Labor regulat ions,  about new investment instruments i n  the secondary I 

’ market, and about the advantages o f  mortgage investment$. This has been 

accomplished through a ser ies o f  major conferences, in tens ive  work 

sessions, and pub l i ca t i on  o f  a reference volume on the value o f  mortgage- 

re la ted  investments. 

I n  an example o f  improvement o f  housing investment instruments, the 
I 

Government National Mortgage Association (GNMA) has developed a new, 

modernized f o r m  o f  GNMA secur i ty ,  the GNMA 11, con t r i bu t i ng  t o  t h i s  

e f f o r t  t o  meet the needs o f  modern investors. GNMA I 1  provides 

GNMA secur i t ies ,  the l a r g e s t  p a r t  o f  the secondary market, w i th  a 

cent ra l i zed  accounting and payment system and the a b i l i t y  t o  e f f i c i e n t l y  

manage la rge  pools o f  mortgages. With o v e r  h a l f  o f  a l l  mortgages now 

or ig ina ted  f o r  sa le i n  the secondary market, such measures provide a 

v a l  uabl e and needed improvement. 
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Beyond t h e  domestic housing market, HUD has reached ou t  t o  f o r e i g n  

markets t o  s t rengthen housing f inance. GNPA s e c u r i t i e s  a re  now l i s t e d  on 

two f o r e i g n  exchanges, i n  Luxembourg and Singapore, and a re  be ing  s o l d  i n  

Japan as *wel l  as Europe. A l l  o f  these a c t i v i t i e s  a re  expected t o  c o n t r i b u t e  

s u b s t a n t i a l l y  t o  a cons is ten t ,  even f l o w  o f  funds f rom t h e  c a p i t a l  markets 

i n t o  housing. 

survey comnissioned i n  1983 i n d i c a t e d  t h a t  p r i v a t e  pension funds increased 

As one s i gn  o f  t h i s '  t ype  o f  movement, a HUD mon i t o r i ng  

. the  amount o f  assets inves ted  i n  mortgages by more than 58 percent  between 

1980 and 1983. 

Excessive Reaulat ions 

I n  a d d i t i o n  t o  the 'address ing  long-term needs f o r  housing f inance, t he  

Reagan. Adm in i s t r a t i on  has a1 so conf ronted another s t r u c t u r a l  problem 

which can d r i v e  up t h e  c o s t  o f  housing--excessive regu la t ion .  

s t ud ies  have found t h a t  excessive r e g u l a t i o n  can increase t h e  f i n a l  c o s t  

v 

Recent 

o f  a home by as much as 25 percent.  On t h e  Federal l e v e l ,  HUD has among 

o the r  e f f o r t s  s t reaml ined i t s  s i n g l e  and m u l t i - f a m i l y  environmental regu- 

l a t i o n s  and s i m p l i f i e d  i t s  minimum p rope r t y  standards. 

J o i n t  Venture f o r  A f fo rdab le  Housing 

One o f  the bes t  expressions o f  the  deregula tory  s p i r i t  a t  HUD i s  found 

i n  t he  J o i n t  Venture f o r  A f fo rdab le  Housing program i n s t i t u t e d  by 

Secretary P ierce.  

and l o c a l  l e ve l s .  

poss i b l e  through the reduc t ion  o f  r egu la t i ons .  Savings come f r o m  changes 

The J o i n t  Venture a t t acks  ove r regu la t i on  a t  the  S ta te  

It prov ides concrete  p roo f  t h a t  t a n g i b l e  savings are 
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made almost e n t i  r e l y  by l o c a l  governments, b u i l  d e n  and developers, 

f i n a n c i a l  i n s t i t u t i o n s ,  and c i  t i z e n s '  groups work ing toge ther  t o  reduce 

l o c a l  r e s t r a i n t s .  HUD's r o l e  i s  as a cata lys t - -encouragfng l o c a l  

pa r tnersh ips ,  p r o v i d i n g  t echn i ca l  assistance, and documenting t h e  process 

f o r  o t h e r  communities t o  use. 

In i t s  f i r s t  18 months, t he  program has had s i g n i f i c a n t  accomplish- 

ments i n  t h ree  main areas: 

e By the  end o f  1983, more than 30 States had demonstrat ion 
p r o j e c t  s i t e s .  
t h e i r  homes, t h e  Phoenix, Ar izona s i t e  had s o l d  more than 175 
homes, i n c l u d i n g  a l l  t h e  townhouse u n i t s ;  60 homes have been 
s o l d  i n  t he  Sioux F a l l s ,  S.D. p r o j e c t ,  and 35 homes 

t h a t  t he  demonstrat ion u n i t s  a re  s e l l i n g  a t  p r i c e s  $5,000 t o  
$10,000 below those o f  comparable u n i t s  i n  t h e  l o c a l  market. 

Among t h e  p r o j e c t s  which have begun t o  s e l l  

' have been s o l d  i n  Marion, Ark. Ea r l y  sa les f i g u r e s  show 

e The message t h a t  r e g u l a t o r y  r e fo rm  can indeed c u t  cos ts  has 
been spread through numerous conferences and p u b l i c a t i o n s  
organized and produced by such o rgan iza t ions  as t he  Nat iona l  
Governors Assoc ia t ion,  t h e  Nat iona l  Conference of S ta te  Legis-  
l a t o r s ,  the  Counci l  o f  S ta te  Community A f f a i r s  Agencies, t he  
Nat iona l  Assoc ia t ion  of Counties, t h e  I n t e r n a t i o n a l  City 
Nanagement Assoc ia t ion,  t he  American Planning Assoc ia t ion,  and 
t h e  Urban Land I n s t i t u t e .  

o B u i l d i n g  on t h e  i n t e r e s t  i n  r egu la to r y  re form developed 
through t h e  J o i n t  Venture, t h e  Nat iona l  Assoc ia t ion  o f  Hove 
Bu i l de r s  has c rea ted  i t s  own Regulatory Reform Task Force t o  
b r i n g  t he  s t r eng th  o f  i t s  @I0 l o c a l  members t o  bear on t he  
problems o f  r e g u l a t o r y  re form i n  t h e i r  own coinmuni t i e s .  

Fa i  r Hous i ng 

The pers is tence  o f  r a c i a l  segregat 

c i t i e s  and subu.rbs c o n s t i t u t e s  one 

on and d i s c r i m i n a t i o n  i n  American 

o f  the  major cha l lenges f a c i n g  p o l i c y  

makers today. P re l im ina ry  evidence from the 1980 Census i nd i ca tes  t h a t  
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while racial segregation remains h i g h  i n  America's largest c i t i e s ,  i t  has. 

nevertheless declined. Between 1970 and 1980, an index o f  segregation in 

28 c i t i e s  declined from 87 to  81.4 Xn some c i t i e s ,  including Nashville, 

Tenn.; Richmond, Va.; Columbus, Ohio; and Oakland, Calif., the index 

declined by more than 10 points. These declines represent the f i r s t  

major break i n  level of segregation, and suggest t h a t  some o f  the under- 

lying forces suppor t ing  residential segregation may have changed i n  the 

las t  decade. 

One of the major factors related to  the racial concentration of 

blacks i n  America has been their  virtual exclusion from suburbs. In  the 

decade of the 1 9 7 0 ' ~ ~  however, blacks have moved in increasing numbers 

into suburbs. 
D 

Blacks were only 4.6 percent of a l l  suburban residents i n  

1970, b u t  were 6.1 percent by 1980. A t o t a l  of 5.5 million blacks now 

l ive  i n  the suburbs o f  239.metropolitan areas. Much o f  this  dispersal 

appears t o  represent an extension of inner c i ty  black neighborhoods, b u t  

blacks are also moving i n  modest numbers i n t o  previously a l l  white areas. 

There is ample evidence, however, t h a t  racial discrimination persists 

i n  bo th  the rental and sales markets i n  many c i t ies .  I n  1977, f o r  example, 

a major HUD study using testers found 15 percent o f  sales agents a n d  27 

percent of rental project rranaaers discriminated against black homeseekers 

i n  40 metropolitan areas. 

Mexican-Americans were likely t o  experience the same level of discrimination 

as blacks. 

discrimination i n  Boston, Denver, 8al timore, a n d  Columbus. 

Another study i n  Dalla's i n  1978 f o u n d  t h a t  

Other studies using testers  have found similar levels of 

d 
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Each of these studies i n d i c a t e  ' that  m i n o r i t i e s  can expect t o  experience 

s i g n i f i c a n t  amounts o f  d isc r im inat ion  i n  search fo r .  housing 15 years 

a f t e r  passage o f  t he  F a i r  Housing Act. 

fundamental v i o l a t i o n  o f  the  r i g h t s  o f  American c i t i z e n s  t o  equal treatment, 

information, service, and courtesy i n  the process o f  f i n d i n g  a new home. 

Such d iscr iminat ion  cons t i tu tes  a 

The Admini -stration i s  firmly committed t o  equal treatment f o r  a l l  

c i t i z e n s  through the  e f f e c t i v e  enforcement of laws p r o h i b i t i n g  d iscr iminat ion  

i n  f ede ra l l y  ass is ted  programs as we l l  as i n  the sale, ren ta l ,  o r  f inanc ing  

o f  housing i n  the  p r i v a t e  sector. This commitrent has been implemented 

through a number o f  important new i n i t i a t i v e s  by the Administrat ion. It 

has: 

IY Concentrated i t s  a t t e n t i o n  and resources on the Federal 
Government's r o l e  o f  p ro tec t i ng  the fundamental c i v i l  r i g h t s  
guaranteed a l l  i nd i v idua ls  by the Const i tu t ion  and the f a i r  
tiousing law. 

0 Acted t o  reduce dup l ica t ion ,  unnecessary repo r t i ng  requi re-  
ments, i n f l e x i b l e  regulat ions,  and i n e f f e c t i v e  programs. 

0 Increased the focus upon voluntary compliance w i th  c i v i l  
r i g h t s  laws through increased technical assistance and 
i ncenti  ves. 

9 Strengthened the r o l e  o f  S t a t e  and l o c a l  f a i r  housing 
enforcement agencies i n  cooperation w i th  HUD i n  assuring 
f a i r  housing. 

e Aggressively pursued new amendments t o  the f a i r  housino 
l a w  t o  punish v i o l a t e r s  who discr iminate,  inc lud ing  new 
pro tec t ions  f o r  handicapped persons. 

. 

0 Supported recent  Supreme Court r u l i n g s  sanct ioning the 
use o f  tes ters  t o  i d e n t i f y  the vestiges o f  r a c i a l  
d i  scri ir l i  nat ion. 

o Funded deiilonstration programs under which p r i v a t e  f a i r  
housing groups prov ide tes t i ng  evideme t o  HUD t o  increase 
the ef fect iveness o f  HUD's enforcement process. 

U 
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o Worked t o  improve the coordination of Section 504 of the 
Rehab i l i t a t i on  Act o f  1973 which p r o h i b i t s  discrimination 
on the basis of handicap i n  a l l  federally assisted programs 
and activities.  

A number of these ini t ia t ives  warrant further description. For 

example, the Administration has recently proposed that  Congress amend the 

1968 Fair Housing Act t o  strengthen i t s  enforcement provisions. The 

proposal would (1) measurably strengthen the HUD conciliation process, 

( 2 )  greatly enhance the Attorney General's l i t igat ing authority by 

empowering h i m  t o  sue on behalf of i n d i v i d u a l  claimants and t o  seek the 

imposition of  substantial penalties for violations, and ( 3 )  extend t o  

private l i t igants  a stronger right of independent. action t h a t  allows for  

the award of p u n i t i v e  damages and the recovery of attorney fees where 

l i ab i l i t y  i s  found. 

During 1981 and 1982, HUD continued i ts  efforts t o  expand the 

involvement of State and local agencies i n  assuring f a i r  housing. HUD 

obligated over $5 million in 1982 alone for direct grants a n d  technical 

assistance t o  help State and local agencies develop procedures, train 

s t a f f ,  and take other measures necessary t o  process f a i r  housing complaints. 

As a result ,  the number of State and local agencies participating in 

charge processing grew from 42 t o  67 ,  an increase o f  60 percent in 1982. 

Through 1985, H U D  expects t o  increase the number of  participating State 

and local agencies t o  100--more t h a n  t r ipl ing the number in the program 

a t  the beginnina o f  1981--and further increasing the nuvber o f  Title V I I I  

complaints processed a t  the State d n d  local rather than-the Federal level. 



-17Q- 

These investments i n  S ta te  and l o c a l  government capac i ty  w i l l  reduce 

t he  inc idence o f  v i o l a t i o n s  which g i v e  r i s e  t o  canp la in ts .  Yhen complaints 

a re  f i l e d ,  more w i l l  be reso lved  by the  States and ccmmunities i n  which 

the p a r t i e s  res ide.  Dur ing 1983, f o r  example, HUD r e f e r r e d  57 percen t  o f  

t h e  complaints i t  rece ived  to States and l o c a l  agencies f o r  processing 

(canpared w i t h  on l y  13 pe rcen t  i n  '1980), and S ta te  and l oca l  agencies 

were responsib le  f o r  over  52 percent o f  a l l  vo l un ta r y  ccmpla in t  sett lements 

achieved under T i t l e  V I I I .  As a r e s u l t  o f  t h i s  cooperat ion between HUD 

and State and l o c a l  agencies, there  has been a subs tan t i a l  increase i n  

the se rv i ce  provided t o  persons f i l i n g  canp la in ts  under T i t l e  V I I I ,  w i t h  

48 percent  more canp la i n t s  c losed i n  1953 than i n  1980. 

. *  

I n  the 

ob jec t i ves ,  

. money'' f o r  

a f f  i n a t i v e  

Some 600 o f  

areas o f  inc reas ing  vo lun ta ry  cooperat ion w i t h  f a i r  housing 

t h i s  Admin is t ra t ion  has promoted the f i r s t  fund ing  o r  "seed 

ocal Community Housing Resource Boards. These Boards i n i t i a t e  

market ing and o t h e r  vo lun ta ry  e f f o r t s  to assure f a i r  housing. 

these Boards were i n  ex is tence a t  the end of  1982. 

The Department o f  J u s t i c e ' s  C i v i l  Rights D i v i s i o n  i s  responsib le  f o r  

During l i t i g a t i n g  a l leged  p a t t e r n  and p r a c t i c e  v i o l a t i o n s  o f  T i t l e  VII I .  

1381, the C i v i l  Rights D i v i s i o n  i n i t i a t e d  60 invest4gat ions o f  suspected 

Datterrls and p rac t i ces  o f  housing d i sc r im ina t i on  and canpleted 45. 

L i t i g a t i o n  by t he  Div i 's ion r e s u l t e d  i n  c o u r t  orders and set t lements 

'mandat ing f u t u r e  nond isc r im ina t ion  i n  the sa le  o r  r en ta l  o f  over 9,000 

hous i ng uni ts . 
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The Administration is proud of its commitment to safeguard the civil  

r i g h t s  of a l l  citizens w i t h  ’regard to housing. I t  recognizes t h a t  unless 

there is  equal housing opportunity for ’a l l  persons, the market will not 

function properly, and those who are discriminated against will suffer.  

State and Local Actions 

Most States have single family mortgage purchase programs and tax-  

exempt financed mu1 tifamily construction and  permanent finance loan 

programs. 

Many States have recently taken action to develop and implement new 

policy and programs for improving hous,i%g for their  residents. 

States have created new secondary mortgage market instruments which can 

be used.to make State pension funds available fo r  housing finance. For  

example, i n  1981, the State o f  Connecticut established Yankee Mac which 

purchases mortgages and issues mortgage-backed securities fo r  purchase by 

the Connecticut Pension Fund ,  among others. 

Some 

w 

Yankee Mac operates i n  a 

fashion similar t o  most conventional mortgage-backed security programs. 

I t s  f i r s t  offer to  purchase was made i n  June 1951 and, by February 1983, 

the pension f u n d  had invested a b o u t  SZ40 m i l l i o n  i n  mortgages, which 

provided financing f o r  2,500 households. 

580 m i l l i o n  of the t o t a l ,  representing 1,200 n e w  homes. 

New construction accounted f o r  

Y 

” I South Carol ina  has also recently begun to invest some of i t s  pension 

assets i n  securities backed by S o u t h  C a r o l i n a  residential mortgages. I ts  

i n i t i a l  offerinq i n  A p r i l  1981 was for 5 2 5  m i l l i o n  a t  an interest  rate o f  
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13.25 percent o 

m i l l i o n  to t h i s  program. Th is  program prov ides b o t h  a secure i nves t ven t  

By February 1983, t he  S ta te  had . cmmi t t ed  a lmost  $140 

f o r  t he  S ta te ’s  pension fund and mortgage funds f o r  South Caro l ina  

res iden ts .  I n  f a c t ,  most S ta te  pension funds have mortgage investments, 

w i t h  some i n v e s t i n g  a s i g n i f i c a n t  p o r t i o n  o f  t h e i r  t o t a l  assets i n  housing- ‘Fcl 
r e l a t e d  areas- - for  example, Michigan, 48.6 percent;  M issour i ,  43.1 percent;  

Montana, 43.7 percent;  Colorado, 34.9 percent. 

Several l o c a l  governments have a lso  eanmit ted p u b l i c  pension funds 

t o  housing investments. A key example i s  a $50 m i l l i o n  ccmmitment o f  

p o l i c e  pension funds b y  New York City t o  i n v e s t  i n  the a c q u i s i t i o n  and 

r e h a b i l i t a t i o n  o f  about 5,000 mu1 ti f a m i l y  housing un i t s .  Funds w i l l  be 

made ava i l  ab l e  f o r  emergency 1 oans t o  unenpl oyed homeowners t o  minimize 

l o a n  de l inquenc ies and t o  avo id  fo rec losure  sales.  

r- 

r 
Other States have concent ra ted on o the r  aspects o f  housing f o r  t h e i r  

res iden ts .  For example, t h e  S ta te  o f  Pennsylvania i s  developing a p lan  

t o  reduce mortgage fo rec losures  caused by unemployment w i t h  a program 

c a l l e d  “HAND-UP” (Housing Assistance Needed by Dis t ressed and Unmployed 

Pennsylvanians). Th is  program w i l l  p rov ide  9150 m i l  l i o n  f r o m  l o t t e r y  

fund revenues t o  a spec ia l  account f o r  emergency f i n a n c i a l  ass is tance.  

Funds w i l l  be made ava i l  a b l e  f o r  emergency 1 oans to  unemployed nomeowners 

t o  minimize l o a n  de l inquenc ies and to avo id  fo rec losure  sa les.  

The S ta te  o f  New Jersey r e c e n t l y  es tab l i shed  an O f f i c e  o f  Housing 

Mvocacy which w i l l  p rov ide i n f o n a t i o n  and p lanning i n  housing a f fo rda-  

b i l  i ty, p roduc t ion ,  and advocacy. The o f f i c e  a1 so r e c e n t l y  sponsored a 
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conference on a f fo rdab le  housing and republ ished i t s  h i g h l y  successful 

Af fordable Housing Handbook. F l o r i d a ' s  Department o f  Cominunity A f f a i r s  

has j u s t  publ ished a s i m i l a r  repor t ,  Promoting Af fordable Housing: 

Possible Act ions f o r  Local Governments. This  repo r t  looks a t  wha t  l oca l  

, 
i I 

governments can do to encourage the production o f  more a f fo rdab le  housing. 

Neighborhood R e v i t a l i z a t i o n  

P r i va te  reinvestment i n  inner-c i  ty neigborhoods increased s i g n i f i c a n t l y  

dur ing the 1970's as a consequence o f  bo th  g e n t r i f i c a t i o n  (investment i n  

der neighborhoods by middle-income households) and incumbent upgrading 

nvestment i n  t h e i r  neighborhoods by cur ren t  res idents) .  

While g e n t r i f i c a t i o n  ra ised concern about displacement o f  the poor, 

recent  study of 22 metropol i tan areas conf i nns t h a t  g e n t r i f i c a t i o n  has 

been confined t o  re1 a t i v e l y  few neighborhoods, general l y  those close to 

the cent ra l  business d i s t r i c t  o r  having a r c h i t e c t u r a l l y  a t t r a c t i v e  housing. 

It found t h a t  the i n f l u x  o f  middle-incane households i n t o  centra l  c i t i e s  

between 1969 and 1979 was i n s u f f i c i e n t  to reverse a c i t y ' s  decl ine i n  

median income, b u t  i t  was s u f f i c i e n t  t o  increase the number o f  Census 

t rac ts  having a median income above 125  percent o f  t h e  metropol i tan a r e a ' s  

median. Boston; Los Angeles, Milwaukee, Minneapolis, New York, 

San Francisco, Oakland, and Washington, D.C., a l l  showed a s l i g h t  incredse 

i n  the number o f  high-income t rac ts .  Every c i t y  studied had some t r a c t s  

where median income increased more than f i v e  percent; however, none had . 

more Census t r a c t s  w i th  increasing than decreasing median incomes. 
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Simi l a r l y ,  every c i ty  studied had some Census tracts where the . 

minority percentage of the popula'tion decreased. However, overall i n  

virtually all o f  the c i t i e s ,  the minority percentage of the population 

increased. The increasing attractiveness o f  central c i t i e s  t o  middle- 
i 
I y 

income whites canplements the s h i f t  occurring i n  central c i ty  economies 

to  service-based ac t iv i t ies ;  i t  also complements the increasing attractive- 

ness and accessibility o f  suburbs t o  minority households. . 

A t  the same time, many neighborhoods are undergoing revi tal i t a t i o n  r 
as a consequence o f  investment by RincumbentR residents. Occurring i n  

L moderate- and low-income areas, incumbent upgrading usually entail s 

o r g a n i z a t i o n s  of residents to i n s t i l l  greater confidence i n  the neighborhood. 

Churches, p h i 1  qnthropic organizations 

the ca,tal ys ts .  

and civic groups are frequently 

Many vehicles ex is t  f o r  the promotion o f  incumbent upgrading .  One . 

o f  the most i m p o r t a n t  i s  the Community Development Block Grant program. 

Another i s  the Neighborhood Housing Services.Program (Nils), established 

by the Neighborhood Reinvestment Corporation a n d  focused largely on  
, 

resident homeowners. More t h a n  200 local NHS programs have been se t  up  I 

n a t i o n a l l y  i n  areas showing incip'l'ent decline and disinvestment. 

involves the designation o f  a target area and the fo rma t ion  o f  an NHS 

board composed o f  target area resident's, private sector representatives, 

Each 
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upgrade their' properties. A revolving loan pool provides be1 ow-market 

interest  loans f o r  some residents who are unable to qualify f o r  private 

financing. 

HUO's rental rehabilitation program, hentioned i n  the previous 

section, i s  a vehicle for neighborhood revitalization that  will benefit 

low-income renters. Under this new program, rehabilitation g ran t s  will 

be made, on a matching basis, to owners of small rental buildings. To 

lower the cost of rehabilitation, rental vouchers wil l  be offered to low- 

income families t o  minimize displacement and assure t h a t  the housing 

remains available to them.  This program will strengthen local efforts to  

s tabi l ize  and preserve low-income neighborhoods. 

The Administration continues to  administer a demonstration program 

designed to  re f lec t  the precepts of  the Rental. Rehabilitation program. 

Almost 200 c i t i e s ,  counties, and States are currently participating i n  

the Demonstration, and almost 300 have been approved t o  participate i n  

the t h i r d  round, beginning i n  mid-1984. 

So f a r  more t h a n  1,300 units have been rehabilitated t h r o u g h  the 

Demonstration and a n  a d d i t i o n a l  5,000 units have been selected by l o c a l  

off ic ials  and are i n  some stage o f  the rehabilitation process. The 

varying size o f  the properties rehabil i tated th rough  demonstration is 

testimony to the f lex ib i l i ty  of the program's concept. A l t h o u g h  the 

rehabil i tated properties typical l y  contain between two and f o u r  units, 

Hew York Ci ty  has successfully r e h a b i l i t a t e d  buildings w i t h  more t han  2 5  

I 

L I  



units; and Baton Rouge, La., and South  Bend, I n d . ,  have used the 

Demonstration to renovate single-family rental properties. occupied by 

lower .income persons. 

Before rehabilitation most of the properties were occupied, a1 t h o u g h  

i n  a few cases the demonstration actually added units to the local 

community's housing stock. In New Rochelle, N.Y. ,  a deferred payment 

l aan  was used to supplement an insurance settlement and a market rate 

loan from a savings and loan and p u t  four  fire-gutted units back i n  the 

market. 

space above a delicatessen i n t o  safe, sanitary, and decent hous ing .  

The same local i ty  also used the demonstration to t u r n  uninhabitable 

A principal public source of support for housing rehabilitation. i $  

the Community Devel'opment Block Grant  ( C D B G )  program. In fac t ,  rehabil i t a t i s n  

has b'een the largest single CDBG-supported activity for the last  f o u r  

years. In FY 1983, f o r  example approximately 5921 m i l l i o n ,  or 36 percent 

of a l l  C D B G  f u n d i n g  going to entitlement c i t i e s ,  went f o r  housing 

rehabil i t a t ion :  

I NF RASTRUC TUR E 

President Reagan's 1982 Urban Policy Report documented a decade and a 

h a l f  of declining levels o f  capital spending by State and local governments 

for infrastructure needs. The trends were even more marked -for maintenance 

spending and were especially apparent i n  the Nation's large c i t ies .  

decline i n  capital and maintenance spending was accompanied by erosion i n  

The 



-177- 

the condition and performance of the urban  capital plants., a n  erosion 

particularly evident in' older c i t ies .  - 

Nevertheless, despite these. trends and their impact on the Nation's 

infrastructure, a number of studies undertaken i n  the p a s t  two years have 

concluded that  the Nation's infrastructure problem i s  general ly manageable. 

In a joint. survey of mayors and c i ty  managers, the National League of 

Cities ( N L C )  and the United. States Conference of Mayors ( U S C M )  concluded: 

This survey shows t h a t ,  pverall, the cost of meeting h i g h  
p r i o r i t y  public fac i l i ty  needs i n  the Nation's c i t i e s  i s  
relatively modest. This i s  a c r i t ica l  f i n d i n g .  This survey 
d i d  not  a t t e m p t  t o  produce a total cost estimate--a "bottom 
1 ine"--for a1 1 infrastructure needs i n  America's c i t ies .  Such 

. estimates produced by others have run i n t o  the t r i l l ions.of  d o l l a r s .  
These are daun t ing  figures ,. almost paralyti ng i n  their  immensity. 
B u t  t h i s  survey shows t h a t  a steady b u t  manageable investment over a 
number of years could and wauld enable communities to s t a r t  work on 
the capital assets ranked as highest priorit ies by the respondents. 

There is  no' short-term, inexpensive, or easy solution to America's 
u rban  infrastructure problems. R u t  there can be 9 solution, and 
i t  can be ~nanaged.~ 

A 1983 ACIR study h i c h  reviewed other recent studies found t h a t  

a1 t h o u g h  ''serious problems do exist i n  various functional categories a n d  

i n  various places, there i s  currently no nationwide, general c r i s i s  

c o n f r o n t i n g  the public physical infrastructure, nor does a c r i s i s  appear 

imminent. . . . Most infrastructure problems ( w h i c h  vary  from place 

to  place) are manageable given existing financing 

These studies are important n o t  o n l y  i n  p o i n t i n g  o u t  the nanageability 

o f  the Nation's infrastructure problem, b u t  f o r  the f a c t  t h a t  several of 
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these studies are undertaken not by the usual sor t  o f  research ins t i tu te  

b u t  by na t iona l  public interest  gr0ups;Stat.e municipal leagues, and 

Governors' offices. This indicates a growing public awareness of the 

general condition of our infrastructure and the important' role i t  plays 

i n  the economic health of c i t ies .  Even more important, this heightened 

public awareness i s  helping to  br ing abou t  a s h i f t  i n  State and local 

spending priorit ies.  

There is clear  evidence t h a t  i n  the past two years States and local i t ies  

have been t a k i n g  action to address their  infrastructure concerns. Many 

of these actions, which we will examine i n  greater detail have been made 

possible by the success of the President's Economic Recovery Program, 

which. has increased the a b i l  i ty  o f  States and local goverrments t o  pay 

for needed improvements. 

t 

Reagan Administration I n i  t i a t i  ves 

On the Federal level the Reagan Admin i s t r a t ion  has responded t o  the 

n a t i o n a l  heightened concern a b o u t  our infrastructure needs w i t h  the 

Surface Transportation Assistance Act of 1982. This Act increases user 

fees to  provide for :  (1) cmpletion of a l l  segments of the inters tate  

system by the early 1 9 9 0 ' ~ ~  ( 2 )  spending increases of 144 percent over 

levels p r i o r  to  the Act fo r  rehabilitating and preserving existing segments 

of the inters tate  system, and ( 3 )  a 90 percent increase i n  budget a u t h o r i t y  

from 1982 t o  1986 f o r  primary highways and bridges. In a d d i t i o n ,  one-fifth 

o f  the new cap1 ta l  assistance user fees provides approximately 91.1 b i l  l i o n  

d 
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annually f o r  mass transit capital assistance, discussed i n  the next I 

section. 

I 

The Surface Transportation Assistance Act increased funding i n  FY 1983 

for the Federal-aid highway program by approximately 50 percent over 

1982 levels of  $8.2 billion. This. Administration in i t ia t ive ,  financed 

primarily by user fees , has increased Federal highway and t ransi t  

infrastructure funding about $11.5 bil l ion i n  FY 1982 t o  $18 billion i n  

FY 1984. 

. 

In addition, i n  accord w i t h  other Urban Policy principles, the 

. Administration has taken steps to foster pub1 ic-private cooperation on 

infrastructure. needs and to reduce Federal intrusion i n  State and local 

gover men t admi n i  s t r a  t ion of i nfras tructure programs . 
To foster public-private cooperation, the Joint  Center for Urban 

Mobility was established i n  1982 a t  Rice University i n .  Houston, Texas, 

t h r o u g h  the j o i n t  sponsorship of the Federal Highway Administration (FHWA), 

Urban Masi Transportation Administration (UMTA) , the Texas State Department 

of Highways and Public Transportation, a n d  local p u b l i c  and private agencies. 

The purpose o f  the center i s  to  develop and disseminate technical i n f o r m a t i o n  

t o  State and local governments on new approaches to  urban transportation 

system devel opmen t a n d  financing. 

In a d d i t i o n ,  UMTA issued a Paratransit Policy Statement which promotes 

the use of free-market paratransit services i n  responding t o  pub1  ic needs. 

UMTA has also prepared a po l icy  statement which provides g u i d a n c e  f o r  the 

involvement of private enterprise i n  the t r a n s i t  program. 
I 
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I 

.The new Sec t ion  9 Formula Grant program provides f o r  a s i n g l e  g ran t  

a p p l i c a t i o n  to be submit ted annua l l y  b y  l o c a l  o f f i c i a l s ,  thus a l l ow ing  

l o c a l  governments g rea te r  f l  e x i b i l i  t y  and c o n t r o l  over t h e i r  t r a n s i t  

programs. 

government. 

The Act a l so  e l im ina tes  much o f  t he  paperwork burden on l o c a l  

When app l y i ng  f o r  Sec t ion  9 funds, l o c a l  governments, a re  

i .  

Fo P 

f l  e x i b i l  

o r  l ess .  

The 

t h a t  t he  

on motor 

required o n l y  t o  c e r t i f y  t h a t  they'have a l o c a l  process h i c h  conforms t o  

t h e  minimum guide1 ines  r equ f red  t o  meet Federal environmental , s a f e t y  

maintenance, pub1 i c  invo lveken t ,  and o ther  standards. 

sma l le r  urban areas, Sec t ion  9 provides Governors w i t h  t h e  

ty  t o  d i s t r i b u t e  funds among areas w i t h  popula t ions o f  200,000 

Surface T ranspo r t a t i on  Assistance Act o f  1982 (STAA) prov ided 

revenue frcm one-cent o f  the  f i v e- c e n t  increase i n  the user  charge 

f u e l  go i n t o  the  Mass T r a n s i t  Account o f f  the  Highway T r u s t  Fund 

f o r  c a p i t a l  p ro j ec t s  t h a t  cou ld  n o t  be funded through t h e  F o n u l a  Grant 

program. Approximately $1.1 b i l l i o n  annual ly  i s  provided f o r  bus and r a i l  

r e h a b i l  i t a t i o n ,  and new f i x e d  guideway p ro j ec t s  

and re1 i a b l e  source o f  Federal  funds f o r  p u b l i c  t r anspo r t a t i on .  

This i s  the  f i rs t dedicated 

Operat ing Assistance. I t has been t he  Adm in i s t r a t i on ' s  p o s i t i o n  t h a t  

t r a n s i t  f a r e  and s e r v i c e  dec is ions ,  and the subsidy requirements r e s u l t i n g  

f rom these dec is ions,  a re  p rope r l y  a l o c a l  r e s p o n s i b i l i t y .  Therefore,  t h e  

Adm in i s t r a t i on  cont inues t o  seek the gradual phase-down o f  t r a n s i t  opera t ing  

assistance. Previous budget proposals have been based on a four- year  phase- 

I 

I 
i 
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'.. o u t  o f  opera t ing  assistance, which would have ended Federal opera t ing  

ass is tance c m p l e t e l y  i n  FY 1985. Congress d id  n o t  agree t o  the t o t a l  

. e l i m i n a t i o n  o f  ope ra t i ng  assistance. However, opera t ing  ass is tance  1 eve ls  

were reduced by 16 pe rcen t  i n  the Surface Transpor ta t ion  Assistance Act  o f  

1982 through l i m i t a t i o p s  on opera t ing  ass is tance t h a t  va r y  b y  c i t y  s ize.  

;' The Adm in i s t r a t i on ' s  FY 1985 budget request  again  seeks an o r d e r l y  phase- 

o u t  o f  opera t ing  ass is tance and recognizes t h e  d i f f e r e n t  dependencies o f  

. l a r g e r  and sma l l e r  communities on Federal opera t ing  assistancce. The phase- 

o u t  i s  now proposed t o  be completed by FY 1989. 

I n nova ti ons i n C ommu n i ty  T r a ns p o r t a  ti on . UMTA ' s d em0 n s t r a ti o n 

programs have in t roduced  a number o f  i nnova t ions  to improve t r a n s p o r t a t i o n  

i n  neighborhoods and smal l e r  cmmuni t i e s .  

tp improve t h e  m o b i l i t y  o f  i n d i v i d u a l s  who are poor l y  served by  convent iona l  

These innovat ions a re  in,tended 

t r a n s i t  as a r e s u l t  o f  t h e i r  l o ca t i ons ,  t h e i r  incanes, t h e i r  age, o r  t h e i r  

phys ica l  cond i t i on .  When demonstrations have succeeded i n  p rov i d i ng  

. se rv ices  which s a t i s f y  p a r t i c u l a r  t r anspo r t a t i on  needs o f  neighborhood 

o r  communities, t h e  serv ices f r e q u e n t l y  a re  cont inued by  l o c a l  pub1 i d p r i v a t e  

e f f o r t s .  Some o f  the  more successful  demonstrations i nc l ude  the f o l l ow ing :  

9 A vo lun teer  van pool program which prov ides vans to  l o w -  
i n c m e  groups who pay r o u t i n e  maintenance and operat ing 
cos ts  and have use o f  t h e  veh ic les  f o r  a v a r i e t y  o f  
t r i p  purposes. 

A t a x i  feeder  se r v i ce  to p rov ide  access t o  convent ional  

e A feeder  se r v i ce  to  p rov ide  access to  convent ional  t r a n s i t  

t r a n s i  t rou tes  i n  1 ow-densi t y  areas. 

routes i n 1 ow-densi t y  areas. 

d 

I 



e User subsidi'es i n  the form of tickets t h a t  low-income 
individuals may purchase a t  reduced rates and which 
taxicab canpanies may redeem for the fu l l  fare. 

e Reducing entry controls Mich limit the number o f  private 
bus or taxicab operators who are permitted to provide 
services i n  a particular 1ocali.tye 

Enhancing fax-Exempt Financing for  Pub1 i c  Capital Spending. The 

Federal Goverrment's most important contribution to the financing of public 

capital investments (other t h a n  highways) by State and local governments 

is the exemption from Federal incane tax of interest  paid on securities - 
issued by those governments. 

i s  n o t  taxable income to the lender, the o b l i g a t i o n s  can be sold a t  substan- 

t i a l l y  lower rates t h a n  i f  the interest  were taxable. 

Because the interest  paid on those securl'ties 

The resulting saving i n  interest  costs i s  the value of the Federal 

subsidy to the State o r  local i ty  issuing such securities. Estimates differ  

as to  the amount of the subsi.dy implicit i n  tax exemption. However, the 

available evidence suggests t h a t  the value of the subsidy to  State-local 

issuers wi l l  be i n  the range o f  56 t o  $7 b i l l i o n  i n  1984 f o r  securities sold t o  

finance pub1 ic capital spending (schools, roads, courthouses , and other 

types of public infrastructure).  

Considerable attention has Seen given i n  recent years t o  the substantial 

difference (53 t o  $4 b i l l i o n )  between 96 t o  $7 b i l l i o n  interest  savings t o  . 

State and local governments and the revenue loss t o  the Federal Government 

(910 b i l l i o n  i n  FY 1984) on a l l  outstanding State and local d e b t  issued f o r  

public purposes. This suggests t h a t  t ax  exemption is  no t  a very ef f ic ien t  
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subsidy.. (The difference i s  acccounted for by the "excess" t a x  savings 

realized by high-incane individual and institutional purchasers of tax  

exempts. 1 Historically, the inefficiency of this subsidy has enjoyed wide 

acceptance as a reasonable price for  the assurance of the a v a i l a b i l i t y  of 

the subsidy to States and loca l i t ies  and the freedom fran Federal red tape 

inherent i n  i t .  

the Federal budget has  been subject has focused attention on this subsidy, 

In recent years, however, the intense scrutiny t o  which 

especially because of strong indications t h a t  i t s  inefficiency has been 

i nc rea s i ng . 

The majo r  contributing factor has been the recent proliferation of tax-  

exempt bonds issued for private, rather t h a n  public, purposes. 

of 1 oanable funds i n  the tax-exempt market is  much narrower t h a n  the supply 

i n  the taxable market. 

The supply 

As a resu l t ,  issuances of private-purpose bonds 

have the effect of bidding. up the interest  rates paid by a l l  borrowers i n  

the tax-exempt market, narrowing the spread between exhpt  and taxable 

interest  rates. This reduces the value of the interest  savings t o  State 

and local borrowers f o r  public purposes a t  the same time i t  inflates the  

revenue loss to  the Federal Government. 

In 1 i g h t  of these considerations , the Administration has supported 

legislation t h a t  wouqd l imi t  the volume of certain major types of private- 

purpose t a x  exempts. This support should n o t  be'interpreted as a lack of 

commitment to continued Federal assistance to State and local goverrments i n  

fnancing public capital spending; rather,  i t  should be viewed as a n  e f fo r t  

t o  enhance the value of the subsidy i rnp l ic i t  i n  t ax  exemption. I t  i s  also 

i m p o r t a n t  to note t h a t  the A d m i n i s t r a t i o n  supported the exclusion from the 

I 
i l  
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House-passed volume cap on i n d u s t r i a l  development bonds (IDB's) or t a x-  

exempt bonds issued fo r  suck public-related purposes as p o r t  f ac i l i t i e s ,  

wharves, and airports ,  even when carried o u t  by private en t i t ies .  

State and Local Actions 

Recently State and local governnents have begun to act on infrastructure 

n te- concerns. They have raised or earmarked f u n d s  for construction or ma 

nance, improved management o f  capital resources, and enlisted the a i d  

the private sector i n  the operation of  public f ac i l i t i e s .  

of 

In 1983, 16 States increased their  motor fuel' taxes and earmarked 

these funds  for transportation, b r i n g i n g  t o  3 4  the number of States which 

have taken similar actions since the beginning of 1981. 
w 

I n  1983, New York State voters approved a $1.25 billion bond issue 

t o  support extensive construction and maintenance projects of roads and 

bridges to  be undertaken over the next five years. 

alone, 20 major projects w i l l  s t a r t  i n  the next year. 

In  New York Ci ty  

Shifts i n  State and local spending patterns to emphasize construction 
l 

and maintenance o f  infrastructure are apparent, f o r  example, i n  the CDBG 

State Block G r a n t  created by the Reagan Administration. I n  1951, under 

the o l d  HUD-administered Small Cities CDBG program, when States had no 

i n p u t  i n t o  determining small c i t y  needs and the small c i t i e s  themselves 

were being oushed toward housing rehabil i t a t i o n  by the Federal Government, 

, toXal spend.ing fo r  pub1  i c  f ac i l i t i e s  and improvement was $332.5 mil 1 ion 
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I 

l o r  35.9 percent of total funds. In 1982, when the program was turned 
, 

over to the States, and c i t i e s  were allowed t o  s e t  their  own spending 

pr ior i t ies ,  such spending rose to $382.8 m i l l i o n  o r  43.4 percent of funds  

and continued t o  increase i n  1983. Total spending f o r  public f a c i l i t i e s  

and improvements i n  1983 rose t o  $422.2 million o r  44.6 percent of total 

funds .  

million i n  1981 t o  256.9 million i n  1983. 

Spending f o r  water and sewer f ac i l i t i e s  alone rose from $150.4 

In the nine years the CDBG entitlement program has operated, local 

off ic ials  have budgeted approximately seven b i l l  ion do1 lars  to such 

act ivi t ies .  

broad comprehensive infrastructure improvement programs t o  more 1 i m i  ted 

and neighborhood interim assistance projects. 

The act ivi t ies  supported by the CDRG program range from 

In add i t ion  to the CDBG program, the Urban Development Action Grant 

(UDAG) program i s  also used by local off ic ials  t o  make repairs and 

improvements to their  communities' infrastructure. More t h a n  one-auarter 

of a l l  UDAG grants awarded by HUD since 1978 have involved infrastructure 

development needed to support economic development. These projects 

represent approximately $778 m i l l i o n  i n  Federal f u n d i n g .  UOAG funds f o r  

infrastructure are divided f a i r l y  evenly among the construction or improve- 

ment o f  water and sewer l ines ,  s t r ee t s ,  p a r k i n g  f a c i l i t i e s ,  and  a combined 

category of "other off-si te improvements" including pedestrian ma1 1s and  

wal kways and other pub1 ic-access facil i t ies.  

To ass i s t  1oc.alities i n  o b t a i n i n g  needed financing, States are 

faci l i ta t ing local access to  c ap i t a l  markets. Some States a r e  creating 

I 

~i 

i 
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"bond banks'' which' permi t  c i t i e s  t o  use t he  S ta te 's  supe r i o r  c r e d i t  r a t i n g  

and access t o  the bond market t o  reduce l o c a l  borrowing costs.  F i v e  

States--Alaska, Maine, New Hampshire, North Dakota and Vermont-have 

created such banks and a re  reduc ing l oca l  borrowing costs  by  as much as 

two percentage points .  

provided by t he  S ta te  o f  New Jersey 's  q u a l i f i e d  l o c a l  bond program, which 

permi ts  c i t i e s  to earmark f u t u r e  a i d  a l lo tments  as a guarantee to bond- 

holders  o f  f u t u r e  repayment. By improving t h e  c red i  Wor th i ness  o f  1 ocal 

i ssues , - the  program has enabled several  New Jersey c i t i e s  t o  upgrade 

One v a r i a n t  on the  t r a d i t i o n a l  bond bank idea i s  

t h e i r  c r e d i t  r a t i n g s  from "BAA" t o  " A"  , thereby reduc ing t h e i r  i n t e r e s t  

cos ts  .' 
A f inanc ing  technique i nc reas ing l y  adapted by b o t h  S ta te  and l oca l  

governments i s  user  charges. User charges e s t a b l i s h  a sound f i n a n c i n g  

mechanism t h a t  makes access t o  c a p i t a l  markets eas ier ,  prov ides a 

steady f l o w  o f  revenues f o r  maintenance purposes, and ensures t h a t  those 

who b e n e f i t  from the serv ices  pay the cost .  

r e p a i r  and maintenance p rac t i ces  are b e t t e r  when water and sewer systems 

a r e  taken ou t  o f  the general budget process and ent rusted t o  independent 

a u t h o r i t i e s  w i t h  dedicated revenue sources. E s s e n t i a l l y ,  t h i s  sh ie l ds  

Studies a lso show t h a t  

i n f r a s t r u c t u r e  maintenance f r o m  ongoing p o l i t i c a l  and budgetary cons ider-  

a t i ons .  Studies o f  munici  pa l  water d i s t r i b u t i o n  systems show t h a t  

management, maintenance and conservat ion p rac t i ces  a r e  much b e t t e r  i n  

c i t i e s  t h a t  charge f o r  t h e i r  water serv ices,  as ccmpared w i t h  c i t i e s  

t h a t  f i nance  water programs from general revenues. C i t i e s  t h a t  received 
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f und ing  under EPA's Construct ion Grants program are  requ i red  tn e s t a b l i s h  , 

use r  charge systems s u f f i c i e n t  to operate, mainta in ,  and rep lace sewer 

systems . 
I 

Several c i t i e s  have turned Over opera t ion  o f  p u b l i c  f a c i l i t i e s  t o  

p r i v a t e  f irms. A 1983 survey o f  379 c i t i e s  by the  I n te rna t i ona l  City 

Managers Assoc ia t ion  (ICMA) showed t h a t  222 c i t i e s  were using p r i v a t e  

f i n s ,  p a r t i c u l a r l y  i n  s o l i d  waste c o l l e c t i o n  and d isposa l ,  s t r e e t  

maintenance and cons t ruc t ion ,  hosp i t a l  operat ion, and p u b l i c  t r a n s i t .  A 

survey o f  2,650 c i t i e s  by t he  Advisory Commission on Intergovernmental 

Relat ions (ACIR) showed t h a t  36 percen t  of the c i t i e s  p re fe r red  con t rac t i ng  

with a p r i v a t e  f i r m  f o r  p rov i s i on  of serv ices r a t h e r  than s h i f t i n g  

r e s p o n s i b i l i t y  t o  goverrment agencies. Whi le n o t  an o p t i o n  i n  a l l  cases, 

p r i v a t i z i n g  opera t ion  of  pub1 i c  f a c i l i t i e s  provides one way f o r  l o c a l i t i e s  

t o  make more e f f i c i e n t  use o f  t h e i r  l i m i t e d  funds f o r  i n f r a s t r u c t u r e .  

To sum up, the  Reagan Admin is t ra t ion  has moved e f f e c t i v e l y  t o  

s p e c i f i c a l l y  a s s i s t  States and l o c a l i t i e s  i n  dea l ing  w i t h  i n f r a s t r u c t u r e  

needs through increased funding w i th  increased f l  e x i b i l i  t y  and through 

technica l  assistance. To f u r t h e r  f a c i l  i t a t e  State and l oca l  f l e x i b i l  i ty ,  

the  Admin is t ra t ion  i s  changing fund ing  formulas t o  permi t  r e h a b i l i t a t i o n  

a s  wel l  as new cons t ruc t i on .  States and l o c a l i t i e s  a re  tak ing advantage 

of these Admin is t ra t ion  i n i t i a t i v e s  and the improved econcmy t o  come u p  

w i t h  innova t i ve  and c o s t - e f f e c t i v e  c a p i t a l  investment and maintenance 

s t ra  t e g i  es . 
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. THE URBAN ENVIRONMENT 

Clean Air 
I 

The primary goal of Federal a id  quality standards i s  the protection of 

human heal th.8 Secondary standards include measures to  deal w i t h  such 

~ problems as  v i s i b i l i t y  degradation' and d i r t  and grime i n  the Nation's 

c i  t ies .  

Air quality standards f a l l  i n t o  two categories: (1') those t h a t  
r- relate  to pollutants frcm mobile sources (automotive vehicles), and ( 2 )  

those related to emissions from stationary sources (factories and uti l  f ty 

p l a n t s ) .  t 

m 

The h i g h  volume of t ra f f ic  i n  urban areas makes automobile emissions 

a major source o f  a i r  pollution. Since the passage o f  the Clean Air Act 

i n  1963, considerable progress has been made i n  reducing these emissions 

w i t h  new car standards representing a 95 percent reduction i n  hydrocarbons, 

. a 96 percent reduction i n  carbon monoxide, and a 76 percent reduction i n  

n i  trogen ox ides. 
~ 

Exposure to lead has been associated w i t h  serious adverse heal t h  

consequences, particularly f o r  c h i l d r e n  residing i n  c i t i e s .  A new, more 

stringent restriction on the lead content of gasoline effective i n  October 

1982 resulted, i n  substantially lower lead emissions i n  1983. There was 

a 10 percent decrease i n  the a m o u n t o f  lead used i n  gasoline from the 

previous year, producing a marked difference i n  urban a i r  q u a l i t y .  
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EPA i s  considering further reductions i n  the lead content of gasoline, 

including a possible ban on leaded fuel. To reduce the improper use of 

leaded fuel and the incidence of tampering, EPA i s  supporting statutory 

language which would make i t  illegal fo r  vehicle owners t o  use the wrong 

fuel o r  t o  disable au to  emission controls. 

Another means to  reduce pollution from mobile sources i s  the 

imp1 ementation. of automotive vehicle inspection and maintenance programs 

i n  areas Mich exceed national standards. EPA has made i t  clear t h a t  i t  

will impose Federal funding sanctions mandated by Congress on those few 

areas t h a t  d o  not  implement the required inspection programs. 

€PA continues to encourage industries t o  meet or do better t h a n  

their  environmental requirements through flexible approaches such as air 

emission t r a d i n g .  

t h a t  reduce emissions more than  required a t  some smokestacks can receive 

Using EPA ' s  1982 emissions t r a d i n g  policy, ccmpanies 

reduction credit  t o  meet regulatory requirements a t  other stacks. EPA 

has approved or proposed 43 "bubbles" f o r  a n  estimated $250 m i l l i o n  i n  

,savings for  the affected firms. About two- thi rds  o f  these bubbles have 

achieved more reduction t h a n  required. . 1  

d 

Two major EPA goals for Fiscal 1984 'and 1985 are ccmpletion of the 

review and revision of a1 1 a i r  qua1 i ty standards and development of new 

s t a n d a r d s  fo r  hazardous a i r  p o l l u t a n t s  to complement an  overall strategy 

f o r  identifying and deal ing  w i t h  airborne toxics. 
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A major revision to a national a i r  quality s t a n d a r d  was proposed i n  

March 1984. 

inhalable particles as  opposed to the existing standard. 

w i l l  provide bet ter  protection of public health because i t  regulates 

particles which may actually enter the lungs o r  other parts  o f  the 

respi rato ry system.  

W i t h  this announcement, EPA proposed to s e t  a standard f o r  

T h i s  measure 

Sulfur,dioxide ( S % )  and introgen oxide are two of the more cmrnon 

pollutants from stationary sources, i n  particular from coal-fired electr  

' u t i l i t y  plants. W i t h o u t  Federal clean a i r  requirements, i t  i s  estimated 

t h a t  SO2 emissions would have been 50 percent greater i n  1980 t h a n  they 

actually were. 

a f t s r  a peak reached i n  the 1970's. 

Instead, sulfur dioxide emissions have been dropping  

Both sulfur and nitrogen oxides are recognized precursors o f  the 

C 

acid r a i n  phenomenon. 

i n  federal funds f o r  Fiscal 1985 t o  conduct further research i n t o  the 

causes and effects.  o f  acid deposition and to investigate techno1 ogy 

t h a t  could a i d  i n  controling i t s  precursors. Acid r a i n  may n o t  only  

affect  aquatic and  forest resources b u t  may also hasten the deterioration 

o f  buildings, statues,  and other components o f  the b u i l d  environment. 

The Adminis t ra t ion has requested some $127 mil 1 ion 

State and Local Actions 

The i n d i v i d u a l  States have become increasingly sophisticated i n  their 

own con t ro l  efforts.  Virtually, a l l  have adopted substantial a i r  q u a l i t y  

improvement programs and have accepted a considerable degree of del e g a t i o n  

4 

r- 
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of program responsibility from EPA. 

whole, now have significantly larger enforcement staff t h a n  the EPA and 

have undertaken promising ini t ia t ives  i n  cooperation w i t h  the Federal 

Indeed, the States,  taken as a 

Government. 

State and local a i r  pollution control off ic ials ,  a national a i r  quality 

a u d i t  program f o r  State agencies has been developed. EPA will continue 

to be involved i n  these cooperative effor ts .  

have been established t o  encourage exchange of technical information 

For example, i n  conjunction w i t h  organizat ions representing 

In a d d i t i o n ,  clearinghouses 

among State and local agencies on control of toxic a i r  pollutants and 

development and implementation of emission control regulations. 

Clean Water ) 

Since water pollution problems are typically greatsst  h e r e  population 

i s  most dense, the Environmental Protection Agency (EPA) has focused 

f i r s t  on water q u a l i t y  problems i n  urban canmunities. 

three major laws, the Safe Drinking  Water Act ( w h i c h  ensures t h a t  d r i n k i n g  

waters are free from harmful contaminants], the Clean Water Act (which 

regulates discharges of pollutants i n t o  surface waters) a n d  the Marine 

Protection, Research, a n d  Sanctuaries Act (which provides for the safe 

and effective disposal of wastes a t  sea).  

EPA operates under 

One of the ways which EPA approaches solving water p o l l u t i o n  problems 

i s  t h r o u g h  the construction grants program, a program t h a t  provides 

f u n d i n g  f o r  municipal wastewater treatment plants. The construction 

grants program i s  one of the largest intergoverninental assistance programs 
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i n  the Federal government. During the l a s t  year ,: 'the Agency provided 

$2.43 billion to municipalities .and States for  the construction of sewage 

treatment pl an ts  . 
Regulations issued i n  February 1984 simplify and streamline program 

requirements and give States greater f lex ib i l i ty  i n  p u r s u i n g  the most cost 

effective ways of meeting wastewater treatment needs. After September 30, 

1984, Federal grants generally w i l l  cover 55 percent of costs instead of 

75 percent, and Federal money will not be used t o  provide reserve capacity 

to accommodate future population growth. Also, collector sewers and 

correction of ccmbined sewer overfl OM will be eliminated as separate 

categories of e l ig ib i l i t y  a f te r  t h a t  date. 

water quality areas" for  use i n  setting prior i t ies  fo r  projects. .These 

are specific stream segments o r  bodies o f  water where municipal discharges 

have resulted i n  significant water q u a l i t y  impairment o f  public health 

States :will identify " p r i o r i t y  

. 

r isks ,  and where the reduction o f  pollution from such discharges will  

substantially restore surface o r  groundwater uses. I n  this way, States 

will concentrate on projects t h a t  contribute the most to the achievement 

of the Nation's clean water goals. 

Increased treatment levels i n  municipal wastewater treabnent plants 

have more t h a n  offset  the increase i n  p o l l u t a n t  loads t h a t  has occurred 

because of increasing p o p u l a t i o n ,  new sewers, and p o p u l a t i o n  shif ts .  In 

other words, the t o t a l  amount of pollutants entering the Nation's waters 

from these plants has declined i n  the l a s t  decade, even t h o u g h  the 

p o p u l a t i o n  served increased by 18 mil 1 ion and  m u n i c i p a l  wastewater f low 

increased by'almost 7 b i l l i o n  gal lons per day. 

Y 

i 
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Progress i s  being made i n  controlling toxic pollutants as well. EPA 

studies and sampling effor ts  show tha t  current levels of control are 

removing significant amounts of a number of toqic organic chemicals and 

heavy metals from industrial discharges. Furthermore, a survey o f  

wastewaters entering and leaving municipal sewage treatment f ac i l i t i e s  

reveals t h a t  well-operated plants provide an incidental renoval of p r io r i ty  I 

pollutants such as heavy metals and organics. 

. Under the Safe Drinking Water Act, €PA has the responsibility t o  

establish standards to ensure the safety of d r i n k i n g  water while encourag 

States t o  accept the primary responsibility f o r  enforcing those standards 

In the l a s t  year, a primary emphasis of the public water supply program 

has been to propose revisions t o  the existing d r i n k i n g  water regul'ations 

and t o  develop regulations f o r  volatile organic chemicals. 

half  of  t h e  population depends on ground water for  i ts d r i n k i n g  water, 

Because near 

this i s  an issue t h a t  affects  many urban communities. 

State and  Local Actions 

Most States provide either grants or loans or b o t h  t o  help loca l i t ies  

w i t h  wastewater f ac i l i t y  f ~ n d i n g . ~  Sane States grants match Federal . 

funds, while others a i d  nonfederal ly-assisted projects. State loans are 

most frequently secured by local taxes or sewer charges, b u t  i n  some 

instances by future State a i d ,  such a s  revenue sharing funds, o r  by 

local promissory notes. Loan interest  rates are generally lower t h a n  

those qost loca l  goverrnnents c o u l d  o b t a i n  i n  the bond market. Some 
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States, such as Minnesota, o f f e r  bond insurance to  guarantee l o c a l  debt 

serv ice,  payment and, b y  lower ing the r i s k ,  lower borrowing costs. Several 

States, i nc lud ing  New Hampshire, Vermont, Maine, North Dakota, and Alaska, 

have created bond banks t h a t  s e l l  revenue bonds and use the proceeds t o  

buy l o c a l  governmentas bonds. Other States are consider ing a combination 

loan- grant  program: 

revo l v ing  fund t o  municipal borrowers, through which the State would i n  

e f f e c t ,  be making grant  o f  i n te res t .  costs. 

the p r o v i s i o n  o f  l ow  o r  no i n t e r e s t  loans from a 

Local governments are a1 so adopting innovat ive  methods to  increase 

t h e i r  f i nanc ia l  c a p a b i l i t y  t o  construct  and operate wastewater p lants.  

These inc lude connection fees, s ink ing  funds, and "mini-bonds ." Mi,ni-bonds 

a r e  small-demomination, tax-exempt bonds t h a t  are so ld  t o ' l  ocal c i t i zens .  

They were f i r s t  used by East New Brunswick, N.J.; now o ther  j u r i s d i c t i o n s  

a r e  f o l  lowing t h a t  c i t y '  s example. Local governments have a1 so been 

improving t h e i r  user charge systems to  assure f u l l  coverage o f  p l a n t  

operat ion, maintenance, and replacement costs. Some have bequn to  consider 

p r i va te  sector  ownership and operat ion o f  wastewater treatment f a c i l i t i e s  

which have been made more a t t r a c t i v e  by the depreciat ion provisions o f  

the 1981 Economic Recovery Act. 
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The scores i n  this index theoretically range from zero t o  100. 
Zero would represent a condition i n  which black o r  minority residents 
of a c i ty  o r  metropolitan area are evenly.distributed th roughou t  a l l  
of the census blocks o r  t racts ;  a value o f  100 represents complete 
segregation. The index value, i n  other words, represents the m i n i m u m  
percentage of blacks t h a t  would have t o  move from one block or t r ac t  
t o  another t o  achieve perfect integration, or a n  even distribution. 

National League of Cities and the Uni'ted States Conference of Mayors. 
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8. The material f o r  the urban environment section was provided by the 
U.S. Envir'onmental Protection Agency, except as indicated. 

The examples i n  t h i s  section are drawn from the Association o f  State 
and Interstate Water Pollution Control Administration, Innovative 
Financing f o r  the Clean Water Program: 
Washington, C.C. , August 1983. 
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